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SOCIAL SECURITY AMENDMENTS OF 1954

JuLy 27 (legislative day, JurLy 2), 1954.—Ordered to be printed

Mr. MiLuikin, from the Committee on Finance, submitted the
following

REPORT

[To accompany H, R. 9366]

The Committes on Finance, to whom was referred the bill (H. R.
9366) to amend the Social Security Act and the Internal Revenue
Code so as to extend coverage under the old-age and survivors insur-
ance program, increase the benefits payable thereunder, preserve the
insurance rights of disabled individuals, and increase the amount of
carnings permitted without loss of benefits, and for other purposes,
having considered the same, report favomi)ly thereon with amend-
ments and recommend that the bill do pass.

I. PurroseE AND Scopre OF THE BILL

A basic program of contributory old-age and survivors insurance is
important to the economic security of American families. Your com-
mittee is convinced that coverage of this system should be substan-
tially broadened. Further than that, changes are needed in the bene-
fit structure to bring benefits more in line with present-day price and.
wage levels. Special provisions are needed to prevent. the reduction
of benefits for workers who, because of total disability, cannot con-
tinue to work, and finally the retirement test should be amended so
as to promote greater freedom for older workers to take part-time or
seasonal work. o Lo

In making recommendations for bringing a sizable proportion of
these workers under the old-age and survivors insurance:system, your
committee has considered both the administrative feasibility of their
covora.ﬁe and the wishes of the members of these groups, as expressed
through their spokesmen in testimony before the committee. Your
committee found that, in some instances, there was a division of opin-
ion, particularly among the farm operators and tlie: professional self-
employed. . _ L , v EPNETIR LT
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2 SOCIAL SECURITY AMENDMENTS OF 1954

In the interest of securing as broad coverage as possible under the
program, your committee carefully considered the possibility of allow-
ing individuals working in such occupations to elect coverage on a
voluntary basis, In this way the problem of diverse opinion on en-
trance into the program could have been resolved. Your committee
concluded, however, that extension of coverage on an individual
voluntary basis involved grave dangers with respect to the financing
of the system, as well as discrimination against the great majority of
workers covered under the program on a compulsory basis. There-
fore, where the committee found that substantial agreement did not
exist among a group as to whether it desired to be covered, the com-
mittee concluded that it would be wiser to continue the exclusion of
that group rather than allow its members to elect - coverage as
individuals.

The old-age and survivors insurance system contains benefit pro-
visions which allow for the payment of benefits in individual cases
that are considerably in excess of the value of the contributions paid.
Thus workers retiring in the early years after their coverage under the
program started are permitted to draw full-rate benefits on the basis
of a short period of work and contributions. Also, the survivors’
insurance protection to individuals with large families is especially
valuable. These provisions are necessary to the effective fulfillment
of the purposes of the system in preventing dependency. They
would, however, make the program vulnerable to adverse selection 1f
coverage were to be made available on the basis of individual choice.
Those who would elect coverage under a voluntary option are primarily
those who could expect the largest return for a relatively small con-
tribution. The deficit in their contributions would have to be made
up by increasing the contribution ratoe for the covered group as a
whole. The result would be that those who are compulsorily covered
along with their employers would have to bear a large part of the cost
of the difference between what the select group pays and what it
receives,

Your committee is convineed that the compulsory character of the
system must be preserved, and that in tho absence of overriding con-
siderations of a special character, as is present in the case of members
of the clergy, any extension of coverage must be on a mandatory basis
with respect to individuals, '

The amendments recommended by your committes would extend
coverage to some 7 million people who during the course of a yoear
work in jobs not now covered by the program, This represents a
substantial expansion of coverage over present law, With more
people qualifying for old-age and survivors insurance, fewer will have
to rely on public assistance to meet their daily living expenses after
retirement or death of the breadwinner,

As a means of affording security for ths American people in a way
consistent with their independence and dignity, your committee
recommends approval of fundamental reforms in the old-age and
survivors insurance benefit structure. These changes will raise the
level of benefits and relate benefits more realistically to the individual’s
customary earnings while working, Thus, provision is made for
increasing the maximum on the annual amount of earnings on which
workers pay social-security taxes and which count in the computation
of their benefits. The rise in wage levels makes such an increase:
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imperative so that normal work earnings may be reflected in the bene-
fit amounts payable under the system, Provision is also made for
disregarding limited periods of low or no earnings in the computation
of average earnings,

Further, special provisions are made to protect the benefit rights of
workers who become totally disabled. Where a worker who has been
regularly employed under the progrem is prevented from continuing
his coverage by reason of total disability, your committee believes
¢hat his insured status under the system should be preserved and that
the benefit payable on his record upon his retirement or upon his
death should not be reduced. A further desirable effect of the pro-
vision for the protection of the benefit rights of disabled workers will
be the impetus given to referral of handicapped persons to the State
vocational rehabilitation programs. )

The general improvement of benefit levels that may be expected
from enactment of the above provisions is rounded out by an amend-
ment to the formula used in computing benefit amounts and by in-
creased payments to the 6.5 million beneficiaries currently on the
benefit rolls,

Finally your committee believes older people who are retired, but
who are able to undertake at least some productive employment
should have more generous provisions made than in present law with
respect to their receipt of benefit payments under the program. To
case the situation of retired workers who undertake part-time, inter-
mittent, or seasonal work, your committee recommends a more liberal
and flexible test of retirement, applied on an annual basis for wage-
carners as weil as self-employed persong. The recommended test
would allow for higher earnings wﬁile drawing benefits, Moreover,
after an individual reaches 72 years of age, he could draw benefits
without any limitation on his earnings.

II. SuMMARY OF PrINcIPAL PrROVISIONS OF THE BILL

A. Old-age and survivors insurance

1. Lgtension of coverage—QOld-age and survivors insurance cov-
erage would be afforded to approximately 7 million persons who
work during the course of a year in jobs now excluded from the
program. The groups brought into the program under the bill are
as follows:

() Employees of State and local governments who are covered
by State and local retirement systems, other than policemen and
firemen, under voluntary agreements. hetweon the State and the
Federal Government, if a majority of the members of the system
vote in a referendum in favor of coverage (about 3.5 million).

() Farmworkers who are paid at least $50 in cash wages by a
given employer in a calendar quarter (about 2.6 million), '

(¢) Domestic workers in private homes (end others who perform
work not in the course of the emyl)loyer's trade or business) who are
Faid $50 in cash wages by an employer in a calendar quarter, regard-
ess of the 24-day test required in the present law (about 250,000).

(d) Ministers and members of religious orders, whether self-om-
ployed or employees, if they elect individually for coverage as self-
employed persons (about 260,000). o
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(¢) American citizens employed outside the United States by for-
cign subsidiaries of American companies—under voluntary agree-
ments between the Federal Government and the parent American
concern (about 100,000).

Homeworkers who are now excluded from coverage as employees
(whether or not they are now covered as self-employed persons) be-
cause their services are not subject to State licensing laws (about
100,000).

(9) Employces engaged in fishing and related activities, on vessels
of 10 net tons or less or on shore (about 50,000).

(h) American citizens employed by American employers on vessels
and aireraft of foreign registry (a very small number).

2. Computation of average monthly wage.—Up to 5 years in which
earnings were lowest (or nonexistent) could be ({)ropped from the com-
putation of the average monthly wage.

3. Farnings base~—The total annual earnings on which benefits
would be computed and contributions paid would be raised from
$3,600 to $4,200. ~

4, Increase in benefits.—(a) More than 6.5 million persons now on
the benefit rolls would have their benefits increased. The average
increase for retired workers would be about $6 a month, with propor-
tionate increases for dependents and survivors. The range in primary
insurance amounts for those now on the rolls would be $30 to $98.50
as compared to $25 to $85 under present law.

(b) Persons who retire or dic in the future would, in general, have
their benefits computed by the following new formula: 55 percent of
the first $110 of average monthly wage (rather than $100 as in present
law) plus 20 percent of the next $240 (rather than 15 percent of the
next $200).

(¢) The minimum monthly benefit amount for a retired worker
would be $30, and the minimum amount payable where only one
survivor is entitled to benefits on the deceased insured person’s
carnings, would be $30.

(d) The maximum monthly family benefit of $168.756 would be
increaged to $200; the provision of existing law that total family
benefits cannot. exceed 80 percent of the worker’s average monthly
wage would not reduce total family benefits below 1% times the insured
workers primary insurance amount or $50, whichever is the greater.

5. Lamitation on earnings of beneficiaries.—The carnings limitation
would be removed at age 72. For beneficiaries under age 72 the
earnings limitation would be made the same for wage earners and
self-employed persons, A bencficiary could earn as much as $1,200
in a year from covered work without loss of benefits, e would lose
1 month’s benefit for cach unit of $80 (or fraction thereof) of covered
earnings in excess of $1,200, but in no case would hoe lose benefits for
months in which he neither earned more than $80 in wages nor rendered
substantial services in sclf-employment. Beneficiaries engaged in
noncovered work outside the United States would have their benefits
withheld for any month in which they worked on 7 or more days. -

6. Eligibility for benefits.—(a) As an alternative to the present
roquirements for fully insured status, an individual would be fully
insured if all the quarters elapsing after 1954 and up to the guarter of
his death or attainment of age 65 were quarters of coverage, provided
he had at least 6 quarters of coverage aiter 1954.
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(b) Benefits would be paid to the surviving aged widow, widowed
mother, and children, or parents of any individual who died after 1939
and prior to September 1, 1950, and had at least 6 quarters of coverage.

7. Preservation of benefit rights for disabled.—The period during
which an individual was under an extended total disability would be
excluded in determining his insurdéd status and the amount of benefits
payable to him upon retirement or to his survivors in the event of
his death. Only disabilities lasting more than 6 months would be
taken into account. Determinations of disabilities generally would be
made by State vocational rchabilitation agencies or other appropriate
State agencies pursuant to agreements with the Secretery of Health,
Education, and Welfare,

8. Recomputation of benefits for work after entitlement.—An individual
may have ﬁis Lenefit recomputed to take into account additional
earnings after entitlement if ho has covered earnings of more than
$1,200 in a calendar year after 1953 and after the year in which his
benefit was last computed.

9. Contribution rates.—KEmployers and employees will continue to
share equally, with the rates on each being as follows:

‘Rate
Calendar years: ) (percent)
196489 _ e e 2
1968064 . o e e 2%
1OB6~080 . e 3
197074 . e e s 3%
1976 and after_ . . . . e 4
The self-employed would pay 1% times tho above rates.
B. Public assistance .

1. The provisions of the 1952 amendments, presently scheduled to
oxpire on Septembor 30, 1954, with respect to temporary increases
in Federal payments to States for old-age assistance, aid to depondent
children, aid to the blind, and aid to the permanently and totally
disabled are extended through September 30, 1956.

2. Tho provisions of the 1950 amendments for approval of certain
State plans for aid to the blind which did not meet the requirements
of clause (8) of section 1002 (a) of the Social Security Act are extended
from June 30, 1955, to June 30, 1957,

I1T. Exrension or Onp-Adr AND Sunrvivors INsunranNck COVERAGE

A, General

The old-age and survivors insurance program now covers about 8
out of 10 of the Nation’s jobs. During the course of a year about 62
million peoplo work in employmoent or self-employment covered undor
the program, The committee-approved bill would afford coverage to
about 7 million pco&)le who in tﬁc course of a year work in jobs that
are not now covered. : S :

Under the bill, coverage would be extended to members of State and
local retirement systems (other than policemen and firemen), addi-
tiona) farm workers and domestic workers, ministers and mem'i)era of
religious orders, and certain other smaller groups, - - ' '

"The major groups who would still remain excluded from the program
are self-employed farm operators and sclf-employed professional
persons, members of the Armed Forces, most Federal civilian employ-
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ces, and policemen and firemen covered by a State or local govern-
ment retirement system.

B. Specific coverage groups added

1. Employees of State and local governments wunder retirement
systems.—In the course of a year about 3.5 million employees (other
than policemen and firemen) are in positions covered by State and
local retivement systems. The present law, which provides for cover-
ing State and loeal government employees under voluntary agree-
ments between the individual State and the Federal Government,
excludes from coverage under an agreement employees who are in
positions covered by a State or local retirement system on the date the
agreement is made applicable to the coverage groups to which they
belong (except for members of the Wisconsin retirement fund, for
whom coverage was made available under special provisions enacted
in 1953).

Under present law the only way in which employees under a retire-
ment system can be covered is by dissolving the system before the
group is brought under the Federal-State agreement, Several States
and a large number of local governments have secured old-age and
survivors insurance coverage for employces by this method. In all
except o few cases where the old-age and survivors insurance systom
alone provides greater protection than the dissolved system, a sup-
plemental system has been established to replace the abandoned
system after old-age and survivors insurance coverage was sccured,
An estimated 300,000 employees now have the combined protection
of old-age and survivors insurance and a supplemental system.,

Under the bill, a State could bring members of a State or local
retirement system (except policemen and firemen) under its old-age
and survivors insurance agreement, if a referendum by secret written
ballot is held among the members of the system and a majority of
the members of the system eligible to vote in the referendum vote
in favor of old-age and survivors ingurance coverage,

The bill continues the present exclusion of policemen and firemen
who are covered by a State or local retirement system, IPolicemen
and firemen, beesuse of the specinl demands made by their work,
usually have special provisions in their retirement systoms (retirve-
ment at age 50 or 55, for example) and most of them believe that it
would be unwise to attempt to coordinate these provisions with the
provisions of the old-age and survivors insurance system, '

The bill states that it is the policy of the Congress in making
coverage available to retirement system members that the protee-
tion of members and beneficiaries of the retirement system not be
impaired by reason of coverage of the retirement systom members
under old-age and survivors insurance., The bill also removes the
possibility that retirement system members (other than policemen
and firemen) may be covered without a referendum, by dissolving
the retirement system.

Under present law, employces whose positions are covered by a
rotirement systom but who are not themselves eligible for membership
in the systom cannot be covered under old-age and survivors insurance.
"The bill would pormit these employees (other than policemen and fire-
men) to be covered without a referendum even if the members of the
retiroment system were not covered.  The employees would not be
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permitted to vote in any referendum on coverage for the retirement
system members, since they could be covered regardless of the outcome
of the referendum. If the retirement system membeors were covered
after a favorable referendum, however, employees in positions covered
by the system but not themselves eligible for membership in the
system would also be included under the agreement.

The bill would also provide for covering without a referendum, at
any time prior to January 1, 1958, employees who could not be covered
when thelr coverage group was f)rought in because they were under
a retirement system, but whose system was later dissolved by action
taken prior to enactment of the bill. It is necessary to do this because
the referendum provisions could not be applied to these employees,
since there would be no active members of a retirement system who
could vote in a referendum. '

The bill amends the provision of the House bill so a State may
consider any political subdivision or any combination of political
subdivisions as having a separate retirement system for the purposes
of the referendum. The biﬁ also requires that each public institution
of higher learning shall be considered as having a separate retirement
system for the purposes of the referendum. Special provision is made
in the bill for coverage under the Utah agreement of employees per-
forming services for certain enumerated units of the State in positions
covered by a retiremient system who are precluded from coverage
under present law. Special provision is also made for coverage under a
State agreement, at the option of the State, of services of mnspectors
of agricultural products employed to perform services in connection
with agreements botween States and the United States Department of
Agriculture, Asin the House bill, civilian'employees of State National
Guard units would be covered at the option of the State.

2. Farmworkers.—Under the present law, in order to be covered, a
farmworker must be “regularly employed’” by one employer and re-
ceive cash wages of $60 or more in a calendar quarter from that
employer. The definition of “regularly employed’’ 1s complicated and
dif icu{t to apply. In general, after a farmworker has worked for one
employer continuously for an entire calendar quarter, he is “regularly
employed” in succeeding quarters if he works for that employer on a
full-time basis on at least 60 days during the quarter, Records must
be kept over a substantial period before it is clear whether or not an
individual is covered. The bill would substitute a simple coverage
test for the present test. A farmworker would be covered with respect
to his work for an employer if he is paid at least $50 in casb wages by
that employer in a calendar quarter. The complexities of the time
test would be climinated; yet the recommended test would continue
to oxclude from coverage the most intermittent or short-term workers
and avoid nuisance reporting of small amounts of wages.

The coverage test for farmworkers under the House bill is more
restrictive than the test in the committee-approved bill. Under the
House bill, a farmworker would be covered with respect to his work for
an employer if he is paid $200 or more in cash wages by that employer
during the course of a year; and employers would make annual, rather
than quarterly, reports of the cash wages paid to farmworkers who
meet the test,

Both the House-approved and the committee-approved bills would
extend coverage to cotton-gin workers. The House bill would have
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extended coverage to gum naval stores workers; the committee bill
continues the present exclusion of these workers.

The committec-approved bill would cover a total of about 2.6
million additional farmworkers, or about 1.3 million more than would
be covered under the House bill. L

3. Domestic workers in. private homes and others who perform work ot

in the course of the employer's business.—The bill, like the House bill,
would cover all domestic workers who work in nonfarm private homes
and who are paid $50 in cash wages by an employer in a calendar
quarter. It would delete the unnecessary and complicated require-
ment of present lnw limiting the coverage of domestic workers to those
who work for a single employer on 24 days during a calendar quarter.
The simplified test of coverage for domestic services in private homes
provided by the bill would cover, during the course of a year, about
250,000 moro household workers than does the present law. It would
also afford additional coverage for from 50,000 to 100,000 workers who
}nider present law are covered on some but not all of their domestic
obs.
’ Most of the domestic workers who would continue to be excluded -
from coverage would be students, housewives, and others who spend
comparatively little time working for pay. Under the bill almost 90
percent of the persons whose major activity is domestic employment
would be covered.

Persons performing other types of service not in the course of the
employer’s trade or bhusiness would, like domestic workers, bs covered
by the bill if they are paid $50 in cash wages by an employer in a
calendar quarter. It is estimated that this would give coverage to
about 50,000 persons. Your committee proposes this provision to
improve and simplify the coverage of such services and to retain the -
principle, now in the present law, of applying the same coverage test
for these nonbusiness services as is appﬂ)ied to domestic services per-
formed in private homes, Tt is important to establish uniform tests
for these two types of work because there are certain kinds of non-
business services which are not, strictly speaking, domestic service in
private homes but which are difficult to distinguish from domestic
service,

4. Ministers and members of religious orders.—Under the present
law any service performed by a minister of a church in the exercise
of his ministry or by a menmber of a religious order in the exerciso
of duties required by such order is excluded from coverage. About
260,000 ministers and 160,000 mombers of religious orders are affected
by this exclusion. ‘The committee bill would permit ministers and the
few members of religious orders wbo have not taken a vow of poverty
to secure covorage by filing a certificate indicating their desire to be
covered as self-employed persons. In general, & minister or & member
of a religious order who has not taken a vow of poverty would have
2 years after coverage became available, or after he became a minister
or & member of such religious order, in which to take advantage of
this provision, An election of coverage once made would beirrevocable.

Under the House bill ministers and members of religious orders
employed by a nonprofit organization (other than a membor of a reli-
gious order who has taken a vow of poverty as a member of the order)
could be covered if the organization filed a certificate covering them
and at least two-thirds of the ministers and memboers of religious orders
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employed by the organization signed the certificate indicating their
desire for coverage. Ministerial employees who signed the certificate
and those employed after coverage of the organization began would
have been covered. The House-approved bill would have covered
self-employed ministers on a compulsory basis. _

A provision for coverage on an individual election basis, while not
generally desirable, is considered by your committee to be justified in
this area because of the special circumstances. Many churches have
expressed the fear that their participation in the old-age and survivors
insurance program as employers of ministers might interfere with the
well-established principle of separation of church and state. Many
church representatives also believe that individual ministers who do
not wish to be covered on grounds of conscience should not be required
to participate in the program.

5. United States citizens employed outside of the United States by
foreign subsidiaries of American employers.—Under present law, United
States citizens working outside of the United States for American
employers are covered under old-age and survivors insurance. The
bill would extend this coverage to include United States citizens
working for foreign subsidiaries of American companies, These pro-
visions would make coverage availabla to roughly 100,000 United
States citizens working abroad for such subsidiaries,

American employers frequently find it necessary to-carry on . their
operations in other countries through subsidiaries established under
the laws of a foreign country. The United States citizens working for
such subsidiaries are likely to have the same close economic and per-
sonal ties with the United States, and the same expectation of re-
turning to the United States, as do United States citizens working
abroad for American employers.

The coverage of these citizens will prevent the gaps in coverage under
old-age and survivors insurance which would otherwise occur when
citizens who ordinarily work in covered employment within the
United States work abroad for a period for a subsidiary of an American
company. Additional disadvantages also arise because workers may
refuse to accept employment, realizing that their old-age and sur-
vivors insurance protection will suffor i? they do so. This new covor-
ago would eliminate these difficulties. ,

Because the United States cannot levy the employer tax of the
old-age and survivors insurance program upon foreign subsidiaries
of Americen employers, the United States citizens employed by these
subsidiaries must be covered under special provisions which will
avoid the levy of a tax on these foreign subsidiaries. Accordingly,
the bill provides for the coverage of United States citizens working
abroad for a foreign subsidiary of an American employer if the Ameri-
can employer involved makes an agreement with the Secretary of the
Treasury to pay the social-security taxes for the United States citizens
employed abroad by the foreign subsidiary. v o

In order to avoid adverse selection, the bill (f)rovides that all of the
American citizens employed hy a given subsidiary would have to be
covered if any were covered.... = NS T .
.~ The committee bill is the same as the House bill with respect to
United States citizens employed by foreign subsidiaries of American
employers except for minor technical amendments,
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6. Ilomeworkers.—The Committec-approved bill, like the House-
approved bill, would extend employee coverage to about 100,000 addi-
tional homeworkers. Homeworkers who have the status of employees
under the usual commdn-law rules applicable in determining employer-
employee relationship have been covered since 1937. In addition,
under the 1950 amendments, homeworkers who do not have employce
status under the usual common-law rules are covered as employees if
they work according to specifications of the person for whom the
work is done on materials or goods furnished by that person and
required to be returned to him or his designee, if they are paid cash
wages of $50 or more during a calendar quarter by a given employer,
and if they are subject to State licensing laws. The Eill would cover
as employees those homeworkers who meet all the conditions specified
in the 1950 amendments except the condition that the services be
subject Lo licensing requirements under State law., By eliminatin
the licensing requirement, the bill provides employee coverage to al
homeworkers who perform service under substantially the same con-
ditions irrespective of the State-in which the individual is located.

7. Imployees engaged in fishing and related activities.—Under present
law, employees engaged in the catching of fish, shellfish, and other
aquatic species (except salmon and halibut), either on the shore or as
officers or crew members of vessels of 10 net tons or less, are excluded
from old-age and survivors insurance coverage. Under this provision
the protection of the program is denied to many of the lower paid
workers in the fishing industry. This gap in protection has been par-
ticularly evident since self-employed owners of fishing vessels wero
covere(P’m 1951, The bill would correct this situation by covering
those employee fishermen, clam diggers, ete., who are now excluded.
About 50,000 additional people would be covered in the course of a
year under this provision. '

8. United Stales citizens employed by American employers on vessels
and aireraft of foreign registry.—Smce 1950 most United States citizens
working outside the United States for American employers have been
covered under old-nge and survivora msurance. The amendments of
1950 failed, however, to make this coverage extension applicable to
American ctizens employed b'\y American employers on vessels and
aireraft of foreign registry, ‘I'he bill would correct this situation by
covering this small group of American citizons on the same basis as
other American citizens working outside the United States for
American employers,

9, Civilian employees of I'ederal Government.—'T'he House bill would
have e<tended coverago to certain Federal employeces including tem-
porary employees in the field service of the Post Office Department,
employees of district Federal home-loan banks, T'ennessce Valley
Authority, and others. ‘These provisions were deleted by your com-
mittee becauso it was thought unwise to extend coverage to addi-
tional Federal employees and in some instances afford Federal em-
ployces overla‘)ping benefit rights under old-age and survivors
isurance as well as under another Federal rotirement system, More-
over, under present law services of Federal employees that have been -
covered by old-age and survivors insurance are also creditabloe in.
certain circumstances under the civil-service retirement system.
Your committee believes the practice of allowing dual benefits on-
the basis of the same service should be discontinued. The bill,
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therofore, would prohibit the use of Federal sccvice that has been
credited under old-age and survivors insurance for benefit purposes
under any other Federal retirement system.

IV. AvErage MonTHLY WAGE

The bill changes the method for computing the average monthly
wage, on which the primary insurance amount (and thus, the amount
of every dependent’s and survivor’s benefit) is based. For individuals
who qualify for benefits after the effective date of the bill, or who meet
certain other conditions after that date, up to 5 years in which their
earnings were lowest (or nonexistent) will be eliminated from the
computation of the average monthly wage. In general, every indi-
vidual who first qualified tor benefits after the effective date, or who
had at least 6 quarters of coverage after June 1953 (which means that
the sixth quarter of coverage must be earned after September 1954), or
who qualified for certain types of benefit recomputations after the
effective date, could eliminate up to 4 years of lowest or no earnings
from the computation. If, in addition to meeting the applicable re-
quirements stated above, he had at least 20 guarters of coverage
(ac(gxired at any time), he could eliminate an additional low year.

This “dropout’’ of years of low earnings will benefit both those indi-
viduals to whom coverage is extended by this bill, and those who
were covered in the past. Without such a provision, individuals first
brought under coverage on January 1, 1955, would be under a severe
handicap, in that all the months in the years 1951-54, during which
they had no covered earnings, would be included as divisor months in
the computation of their average monthly wage. Under the change
proposed in the bill, as the newly covered qualify for benefits, their
benefits would be based entirely on their covered earnings after 1954,
After b years of work in covered employment, they can drop an addi-
tional year, which wo"ld be the year in which their covere earnings
were lowest,

Individuals who are already covered by the program would also be
able to drop the 4 or 5 years of lowest or no covered earnings whenever
they occurred. Years in which their earnings were low because of
short poriods of sickness or unemployment would no longer reduce
their average monthly wage and benefit amount. The “dropout’’
proposal would thus also be of material advantage to the persons who
have been contributing to the program for longer periods of time.

The bill would also simplify the computation of the average monthly
wage by the goneral use of standard first-of-the-year starting and clos-
ing dates, with computations based on calendar years, for both wage
carners and self-employed persons, _ .

V. EaArNinGs Basp

Under the provisions of the bill the maximum amount of covered
carnings considered, for both tax and benefit purposes,would be raised
from $3,600 to $4,200 a year, effective January 1, 1955. :

The major reason for this proposal is to maintain the principle
of old-age and survivors insurance that benefits should vary signifi-
cantly with the individual’s Erevioua earnings, Since the benefits
paid upon retirement or death are figured on the basis of the indi=
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vidual’s past earnings, it follows that the basic factor in the deter-
mination of benefit amounts if the level of previous earnings which
can be counted, Over three-fifths of the male workers regularly
covered by the program now earn more than $3,600, the maximum
amount counted for benefit purposes. About half of retired men
who have had their benefits based on their earnings after 1950 are
getting benefits at or within $10 of the $85 maximum benefit payable
under present law. The reason why their benefits do not vary more
is not that their earnings have been the same but that the maximum
is too low to reflect the differences in their earnings. Your committee
believes that if the principle that benefits should vary with earnings
is to be maintained, additional earnings above the $3,600 limit must
be counted toward benefits. It follows that those who earn above
leti amount should receive higher benefits than those whose earnings
are less.

Farnings somewhat above $3,600 do not, under present conditions,
mark a man as high paid but are typical earnings in major sections of
commerce and industry. Average annual full-time earnings in man-
ufacturing industries 1 1953 were about $4,000. The average for
mining was about $4,400 and for transportation, almost $4,400.
Skilled workers in any industry earn more than the average for the
industry. . :

For workers who have earned maximum wages under the program,
the benefit increases in the amendments of 1950 and 1952 did not quite
compensate for the increases in prices which has taken place since the
benefit levels were set in 1939, No recognition has been given to the
substantial increase in the level of living as measured by the extent to
which increases in wages have exceeded ncreases in prices.  Under the
formula provided in the 1939 law, a worker who carned maximum
wages under the program and who retired now would be getting a ben-
efit of $47.20. The increase in prices since 1939 has been such that
this benefit of $47.20 would now need to be over $90 (rather than the
$85 provided by present law) in order for this retired worker to buy
the same level of living that was contemplated by the 1939 act. If
benefits were to be increased in proportion to the increase which has
occurred in wages, this benefit of $47.20 would now need to be some-
what over $110 a month. The bill would raise the benefit for the
worker earning the maximum creditable wages to $108.50. |

An increase in benefit amounts to compensate for the general in-
crease in the level of earnings couid be made by a revision of the
bonefit formula, without any increase in the wage base, but such a
stop would have a major disadvantage. The percentage of workers
receiving benefits at or near the maximum would remain at least as
high as at present, thus weakening the basic principle that benefits
should vary with"past oarninge.

VI. Increase 1IN OLp-AGgre AND SuRvivors INSURANCE BBNEFITS

A. General

Improvement in benefit levels will result from extension of coverage,
elimination of up to 5 years of lowest or no earnings in ¢om utingaﬁxe,
average monthly wage, the provision to preserve the benefit rights of
persons with extended total disability, and the increase in the maxi-
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mum annual earnings which can be included in the computation of
benefits. In addition, the bill provides for an increase in the per-
centage of average monthly wage yielded by the benefit formula.
The level of benefits thus established will represent a more realistic
floor of protection in line with cuyrent price and wage levels.

Benefit payments are increased for beneficiavies presently on the
rolls as weﬁ) as for those qualifying in the future. For present retired
workers, monthly payments will range frorm $30 to $98.50, as compared
with $25 to $85 under present law, with the average increase in benefit
amounts being about $6. For those coming on the rolls in the future
the range of benefit payments, taking into account the increased
earnings base, will be from $30 to $108.50.

B. KRevised benefit formula

The benefit formula provides the highest relative benefits in relation
to earnings at the lowest levels of income. This is in recognition of
the fact that low-income workers have less opportunity to supplement
their benefits from private savings and insurance. As wages rise,
the money amounts which very low-paid workers earn rise also. For
this reasou it becomes necessary to extend upward the level of earn-
ings to which the first factor in the benefit formula applies. Accord-
ingly, the bill increases from $100 to $110 the amount of average
earriinggl to which the 55-percent factor in the present formula is
applicable.

A further amendment in the formula is made by increasing the
second step from 15 to 20 percent, and raising the maximum earn-
ings to which the formula applies fromy $300 a month to $350 in
line with the increase in the annual earnings base from $3,600 to
$4,200. (See table 1 for illustrative benefits for a retired worker
under this bill as compared with present law.) A higher percentage
of the upper earnings must be provided to maintain the relative pro-
tection the average earner can expect to obtain from benefits under
the old-age and survivors insurance system. At the same time, higher
paid wori’(ers can be expected to make more adequate supplementar
provision for themselves and their families than can the lowest paid.
Under the revised formula, benefits for a retired worker (without
dopendents) with average earnings of $350 a month will represent only
31 peorcent of his earnings as compared to 55 percent for a worker in
the very lowest group. : ,

Finally, it may be noted that previous legislation has increased the
lower step of the formula twice, but the upper step only once. Under
the 1939 law, the benefit formula was 40 percent of the first $50 of
average earnings plus 10 percont of the next $200. - In 1950 the formula
was amended to Provide 50 porcent of the first $100 plus 15 percent of -
the next $200, The 19562 amendments increased the first step to 55
percent, but made no change in the second step, - -

The revised formula, which will be applicable to average earnings
computed over the period since 1950, will apply for most workers
coming on the rolls in the future. Where, however, the individual’s
benefit would be larger if computed . through the conversion table
(described hereafter) which will be used to raise the benefits of persons
now on the rolls, he will receive the larger amount. /
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TasLE 1.—Tllustrative monthly benefils for retired workers
ASSUMING LEVEL EARNINGS

Average monthly wage Present law Bill
With
On basis of present law dg%’:,’lla‘cga Single | Married ! | Single | Marrfed !
in bill
L 3 ) N $50 $27. 60 2$41.30 1 $32,. 50 1 $48.80
$100. s 100 £5.00 4 80.00 160, 00 190.00
100 62. 50 03. 80 A8. 50 102. 80
200 70, 00 105. 00 78. 60 117. 80
260 77. 50 116. 30 8. 50 132, 80
300 85. 00 127. 60 88, 50 147. 80
250 ) O] 108. 60 162. 8)

ASSUMING SPECIFIED INCREASE IN EARNINGS ARISING FROM DROPOUT PROVIDED

IN BILL*
850, L $70 $27. 50 1$41.30 $38. 50 1 $57.80
$100. .. iiiiieai 120 55, 00 ¢ 80. 00 62. 50 93. 80
$160. e 170 02, 60 93. 80 72,50 108. 80
$20. ..l s 220 70,00 105.00 82, 50 123,90
$200. .. el 270 71,60 110. 30 92. 50 138. 80
$300. . .. eiiiiiiiea 310 85, 00 127, 60 100. £0 150, 80
8300, . i 350 Q (O] 108. 60 162, 89

1With wife aged 65 or over.

1 Application of 8) percent maximum may not reduce benefits bulow $45.

¥ I'hese amounts produced by the 1952 bene®t formula and converslon table; with leval average monthly
wage amounts below $130, amounts are higher if the converslon table used.

¢ Reducerd to 81 percont of averuge wago,

¥ Prosent Inw {ncludes earnings only up to $300 a month,

¢ Theso assumed increnses in earnings arising from tha dropout provisions in regard to computation of
averago wage are merely Illustrative, Actually the dropout will produce varying results which may be
lower or higher than those shown,

! Application of 80 percent maximum may not reduce benefits below 134 times primary insurance amount,

C. Increase for present beneficiaries

The bill provides increases in benefits for the 6.5 million present
beneficiaries under the system. In thus making benefit increases
effective for those aiready on the rolls, the bill follows the precedent
of the 1950 and 19562 amendments. The purpose of helping bene-
ficiaries to meet their current living needs through their benefit pay-
ments is served only if the value of the benefits boing paid is kept
ud’iusted to changes in economic conditions,

I'he increase in old-age insurance benefits (or primary insurance
amounts on which dependents and survivors benefits are based) is
accomplished through a conversion table establishing a new higher
amount for each primary insurance amount under present law (see
table 2). In effect the new amounts are derived by applying the new
formula to the average monthly wage on which the present benefit is
based, except where application of the formula yields an increase in
benefits of less than $6 over present law. In such cases, an increase
to $5 will bo made, thus gassuring & minimum increase of this amount
in all present vld-age insurance benefits. The minimum benefit will
be $30 and the maximum $98.50. 'This maximum is consistent with
the maximum average wage of $300,which can be computed under
present law,
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TaBLE 2.—Summary of conversion table for computing new monthly benefits for
those now on the roll

Present primary insurance amount New primary insurance amount
$25.00 N $30.00
30.00 35.00
40.00 ' 45.00
50.00 55.00
60.00 65.10
70.00 78.60
80.00 91.90
85.00 98.50

The conversion table will also be applicable in certain cases for
workers coming on the rolls in the future. These will include any
workers who are not eligible for dropping out low years from the com-
putation of their average monthly wage, as well as workers who do
not have their benefits increased by at least $5 (over what present
formula would provide) by use of the dropout and the new benefit
formula. This alternative will produce a larger benefit in cases
where dropping out the low years does not produce a significant in-
crease in the average wage and the wage is at the relatively low level
where the new formula does not in itself increase benefits by as much
as $6. As another alternative, in those cases—relatively few in
number—where a worker eligible for the dropout would get a higher
benefit on the basis of average earnings computed over the period
since 1936, the low 4 or § years will be dropped from the computation
l)aseigl don the modified 1939 act formula and the conversion table
applied.

D. Family benefits t

Dependents’ and survivors’ monthly benefits will be increased
automatically with the increase in primary insurance amounts, since
they are computed as percentages of the primary insurance amount,.
The bill further provides that the maximum amount of benefits that
may be paid on an individual’s record shall be raised from $168.75 to
$200 per month.

The present provision that family benefits may not exceed 80 per-
cent of the average monthly wage on which they are based is retained.
The bill provides, however, that in no case shall application of the
80-percent maximum reduce total family benefits below the larger of
1% times the primary insurance amount or $50. In this way the
benefits for a retired worker and wife, as well as for any two survivor
beneficiaries will always be payable in their full proportions. Under
present law there are cases, for example, where application of the
80-percent maximum. prevents a wife from getting the full one-half of
the husband’s benefit amount. The new provision replaces the
present stipulation that family benefits may not be reduced helow
$45 by the 80-percent maximum provision. ‘

Finally, the bill provides that the minimum amount payabla where
only one survivor beneficiary is drawing payments on an indiyidual’s
record shall be $30 a month, the same as the minimum o¢ld-age
insurance benefit., This amount will thus become the minimum
payment for any single surviving widow, widower, child, or parent,.
instead of a proportion of the minimum primary amount as provide
under present law. Your committee believes it reasonable that the
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minimum payment on any individual’s record be $30, regardless of
whether it is his own benefit or that for a survivor. See table 3 for
illustrative survivor benefits under the bill as contrasted with those
under present law,

E. Lump-sum death payment ,
The bill retains the present provision that the lump-sum death
payment be computed as three times the primary insurance amount.

No provision i3 made to further limit the amount to the present
maximum of $255, as was specified by the House bill. The maximum
of three times the primary insurance amount in itself restricts the
lump sum to a reasonably modest amount, consistent with the
objective of helping to meet the special expenses connected with a
worker’s last illness and death. A further restriction does not appear
warranted, particularly since in some cases, the lump sum represents
the only payment made on the individual’s record. Under the com-
mittee bill the maximum lump-sum death benefit could under no
circumstances cxceed $325.50.
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TaBLE 3.—IlUustrative monthly benefits for survivors of insured workers
ASSUMING LEVEL EARNINGS

Average monthly wage Aged widow or widower 1 ‘Widow and 1 child 2 Widow and 2 children Widow and 3 children
On basis of present law Present law Bill Present law Bill Present law Bill Present law Bill
$50 $20. 70 3 $30. 00 4 $41.30 58348 00 4 $45.00 5850 00 4 $45. 00 3 $50 00
$100_ - 41.3¢ $45.00 780.00 88 90. 00 7 80. 00 88 90. 00 780.00 8890, 0C
$150. 46. 90 51.40 93.80 102. 80 7120.00 7120.00 7120.00 7120.00
$200_ 52.50 58. 99 105.00 117. %0 140. 00 157.00 7160. 00 7160. 00
$250. 58.29 66. 40 116.30 132. 80 155. 0C 177.00 9 168 80 9 200. 00
$300.... 63. 80 73. 90 127. 50 147.80 ’ 162. 80 197.00 ¢ 168. 30 9 200. 00
330 (% 81. 40 ()] 162. 80 (D]  200. 20 (0) ¢ 200. 00
ASSTMING SPECIFIED INCREASE IN EARNINGS ARISING FROM DROPOUT PROVIDED IN BILL "

B30, oo eeeo oo emommeeeeamnnmemna | $70 $20.70 1$30.00 1$41.30 $ $57.80 +$45.00 3$57.80 4 $45.00 5$57.50
DL U —— ! 120 41.30 45.90 780.00 93.80 780.60 7 96. 00 780.00 796.00
$150 I { 170 | 16.90 54.40 93.80 108.80 7 120.00 7136.00 7120.00 7136.00
8200 oo m e mecmm e 220 l 52.50 61.90 105.00 123.80 140.00 165.00 7 160.00 7176.00
$250. - .--- - 270 58.20 69.40 116.30 133.80 155.00 185.00 $168.80 §20C. 00
$300 e ommmmmmmmmm o ae 310 63.80 75. 40 127.50 150.80 1168.80 » 200. 00 3 168.80 ? 200. 00
$350 350 () 81.40 Q) 162. 80 Q) 9 200. 00 (9 § 200. 00

-3 Aleo single surviving perent or child. 7 Reduced to 80 percent of average wage. N .

2 Also 2 aged parents. s Application of 80 percent maximum may not reduce benefits below 1}¢ times primary

# Application of $30 minimum family benefit. insurance amount.

-4 Application of 80 percent maximum may not reduce benefits below $45. -9 Dollar maximum on benefits.

4 Agplhwon of 80 percent maximum may not reduce beneits below $50. 1» Maximum average wage under present law is $300. A i

4 amounts- uoed by the 1952 benefit formnla and the conversion table; with 1t These assumed increases in earnings arising from the dropout provisions in regard
Jevel average  wage amounts below $130, the benefit is higher if the coxversion  to computation of average wage are merely illustrative. Actuslly, the dropout will
wableisused. ° = . produce varying results which may be lower or higher than those showx.
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VIT. TmeroveMent or g RermmesmeNt Test

Monthly benefits under the old-age and survivors insurance sys-
tem are paid upon the retirement or death of the family earner,
Consequently, the law provides that benefits are not payable to
persons otherwise eligible for benefits 1if they have substantial em-
plovment, or self-employment earnings, as determined under the
retirement test set out in the act,

Your commitice seeks to mamtain this prineiple, but has de-
termined that certain amendments should be made to increase the
equity ot the retirement test and to afford greater opportunities to
retired individuals to supplement their benefits through earnings
from part-time or intermittent work.

A. Age where retirement test does not apply reduced from age 75 to 72

Under present law, persons age 756 and over are exempted from
the retirement test primarily as a means of assuring some return
on contributions for people who continue working to a very advanced
age and who would otherwise draw very little, if any, payment under
the svstem,  The committee bill would lower the exempt age from
75 to 720 The House bill would make no change in present law in
this respeet.,

B. [stablishment of wuniform annual test for wage earners and self-
employed persons

Two separate tests of earnings are provided under present law,
applicable to beneficiaries under age 756, Wage earners are subject
to an “all or none” monthly test under which benefits for the in-
dividual and for any dependents drawing benefits on his record are
withheld for any month in which he earns covered wages of more
than $75. The present test for self-employed persens is on an annual
basis under which 1 montl’s benefit 18 withheld for each $75 (or
fraction thereof) of self-employment earnings in excess of $900 in
a year, exeept that no benefit is withheld for any month in which
the self-employed person did not render substantial services in his
trade or business.

Under the hill, the test is put on an annual basis for both wages
and self-employment earnings, and the two types of income are com-
bined for purposes of determining the individual’s total earnings,
The bill also provides an increase in the amount of earnings which
individuals may have without loss of benefits. T'he annual exempt
amount is set. at $1,200, rather than $1,000 as provided by the House
bill.  In view of today’s earnings levels, your committee belioves that
the more liberal amount is justified.  One month’s benefit would be
withheld for each $80 or fraction thereof in excess of $1,200, but no
benefit would be suspended for any month in which the individual
neither earned wages of more than $80 nor rendered substantial services
as a sclf-employed person in his trade or business.

Under the now test, wage earners will not, lose a benefit each month
they carn above a specified amount but will be able to take inter-
mittent full-time work or more regular part-time work then at present
without the loss of benefits or with tho loss of only a few months’
benefits, depending on what they earn. Tor example, a beneficiary
could work throughout the yecar at $110 a month and lose only 2
months’ benefits, whereas under present law he would lose all 12,
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As another example, a beneficiary could earn $300 a month working
full time for 3 months without losing any benefits, whereas under
present law he would lose 3 months’ benefits.

The combination of wage and self-employment earnings for retire-
ment test purposes will eliminate the possibility which arises under
the dual test now in the law that individuals having both types of
carnings receive the advantage of the exempt amount on each.

Your committee has not included the House-approved provision
which would extend the retirement test to earnings in noncovered
work. Your committee believes that such extension would be ad-
ministratively practicable only if employment coverage is made sub-
stantially universal.

(. Ixtension of retirement test to employment outside the United States

The retirement test under the bill would continue to apply to
covered earnings outside the United States in the same way as in this
country. In addition, a test is established for employment in non-
covered work outside the United States.

No specific earnings amount could possibly differentiate between
full-time and part-time work in all countries where beneficiaries might
be working. For this reason a different type of test is provided.
Under this test benefits would be withheld for any month in which a
beneficiary under age 72 engages in noncovered remunerative activity
(cither employment or self-employment) outside the United States on
7 or more different calendar days., For administrative reasons, a
monthly test, rather than an annual test is recommended.

AY

VIII. InsurED SrArUSs

The Social Security Act Amendments of 1950 greatly liberalized the
the requirements for insured status by granting a ‘“new start’”’ whereby
an individual was fully insured if Ls had quarters of coverage (ac-
quired at any time) equal in number to half the calendar quarters
clapsing after 1950 (rather than 1936). Your committee believes that
it is unnecessary, in this bill, to provide for another ‘“new start’” in
the requirements for insured status, Successive ‘“new starts,” reduc-
ing the insured status requirements to the minimum of 6 quarters of
coverage, tend to weaken the principle that benefits should be payabloe
only on tho basis of a substantial degreo of attachment to employ-
ment covered by the systom.

There is, however, good reason to grant a temporary liberalization
to benofit those newly covered workers who, altllough thoy are con-
tinuously engaged in covered work after 1954, die or retire before they
can meet the requirements for insured status in present law, Ior
this reason, the bill provides that an individual is deemed to be fully
insured at the time of his death or attainment of age 65, whichever is
carlier, if all of the quarters elapsing after 1954 and up to that-time
are quarters of coverage, provided that at least 6 of the quarters after
1054 are quarters of coverage. 'This provision ceases to be applicable
in the case of those reaching age 65 or dying after the third quarter of
1958, Any nowly covol‘e({tr individual who worked continuously in
covered employment aftor 1954 and up to the fourth quarter of that
yoar would meot the requirements of present law with regard to fully
insured status,
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IX. PreseprvarioNn or BeNgrrr Rigurs ror DisaBLED

A. Need for disability freéze

Under present law old-age and survivors insurance rights are im-
paired or mapy be lost entirely when workers have periods of total
disability before reaching retirement age.  Unless the worker is already
permanently insured when he becomes disabled, he may have lost
his fully insured status when he reaches retirement age because the
entire period of his disability is included in the elapsed time which is
the basis for determining his insured status. When benefit amounts
are computed under present law, whether for retirement benefits or
survivors benefits, his total earnings after a specified starting date and
up to age 65 or death are divided by the total elapsed time, including
any periods of total disability, in determining his average monthly
wage, on which monthly benefits are based: A freeze of old-age and
survivors insurance status during extended total disability would
remove this disadvantage by preventing such periods of disability
from reducing or denying rotirement and survivors {benefits. In
addition there is available to the disabled individual the 4- or 5-year
dropout period provided by this bill for all persons.

Such a freeze provision is_analogous to the “waiver of premium”
commonly used in life insurance and endowment annuity policies to
maintain the protection of these policies for the duration of the
policyholder’s disability,  About 200 life-insurance companies (many
of the largest) operating in the United States offer a “waiver of pre-
mium” clause to individuals purchasing ordinary life insurance. It
has been estimated that about half of the standard ordinary life
insurance issued currently is protected through “waiver of premium”
in the event of the disability of the insured.

B. IEmphasis on rehabilitation .

Your committee recognizes the great advances in rehabilitation
techniques made in recent years and appreciates the importance of
rechabilitation efforts on behalf of disabled persons. It is a well-
recognized truth that prompt reforral of disabled persons for appro-
printe vocational rehabilitation services increases the offectiveness of
such services and enhances the probability of success. The bill is
framed to carry out your committee’s objective that disabled indi-
viduals applying for disability determinations he promptly roferred
to Stato vocational rehabilitation agencies, to the end that as many
disabled individuals as possible may boe restored to gainful work.

(. larnings requirements

The earnings requirements which must be met to qualify for the
freeze are intonded to limit the application of this provision to indi-
viduals who have had a reasonably long, as well as recont, record of
covered carnings, ‘They operate to screen out those who have not
established a reasonably substantial attachment to the labor force and
those who have voluntarily retired from gainful activity, and have not
been compelled to leave the Iabor foree by reason of their disability.

D. Definition of disability
Only those individuals who are totally disabled by illness, injury,
or other physical or mental impairment which can be expectod to be
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of long-continued and indefinite duration may qualify for the freeze.
The impairment must be medically determinable and preclude the
individual from performing any substantial gainful work. An
individual would also be disabled, by definition, if he is blind within
the meaning of that term as used, in the bill. A person who does
not meet the statutory definition but who nevertheless has a severe
visual impairment would be in the same position as all other disabled
persons, that is, he may qualify for a period of disability under the
eeneral definition of disability if he is unable to engage in any sub-
stantial gainful activity by reason of his impairment.

There are two aspects of disability evaluation: (1) There must be
n medically determinable impairment of serious proportions which is
expeeted to be of long-continued and indefinite duration or to result
in death, and (2) there must he a present inability to engage in sub-
stantial gainful work by reason of such impairment (recognizing, of
course, that efforts toward rehabilitation will not be considered to
interrupt a period of disability until the restoration of the individual
to gainful activity is an accomplished fact). The physical or merttal
impairment must be of a nature and degree of severity sufficient to
justify its consideration as the cause of failure to obtain any sub-
stantial gainful work. Standards for evaluating the severity of
disabling conditions will be worked out in consultation with the
State agencies., They will reflect the requirement that the individual
be disabled not only for his usual work but also for any type of
substantial gainful activity.

Disability must have lasted for 6 months before it may be con-
sidered. This provision is intended to exclude from consideration
temporary conditions which terminate within 6 months.

In prescribing that the freeze apply only in the case of impairments
““which can be expected to be of long-continued and indefinite dura-
tion” your committee seeks to assure that only long-lasting impair-
ments are covered. This provision is not inconsistent with efforts
toward rehabilitation since it refers only to the duration of the im-
pairment and does not require a prediction of continued inability to
work. An individual would not meet the definition of “disability’’ if
he can, by reasonable effort and with safety to himself, achieve
recovery or substantial reduction of the symptoms of his condition.
I5. Determinations of disability

By and large, determinations of disability will be made by State
agoncies, administering plans approved under the Vocational Re-
habilitation Act. This would serve the dual purpose of encouraging
rchabilitation contacts by disabled persons and would offer the ad-
vantages of the medical and vocational case development undertaken
routinely by the rehabilitation agencics, These agencies have well-
established relationships with the medical profession and would re-
move the major load of case development from the Department, .

By agreement, the State agencies will apply the standards developed
for evaluating severity of impairments for purposes of the freeze.
This will promoto equal treatment of all disabled individuals under
the old-age and survivors insurance system in all States. The cost
to theso agencies for their services in making disability determinations
will be met out of the trust fund.
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In the relatively few cases where there may be no agreement with a
State or there is delay in obtaining agreement, disability determina-
tions will be made by the Department of Health, Education, and Wel-
fare. Such determinations will also be made in certain types or
classes of cases, which, beeause of their characteristics or their volume
(e. g., the backlog), are excluded from the agrecement at the State’s
request,

I. Iffective dates

January 1, 1955, has been specified as the earliest date a disability
freeze application can bz accepted in order to give the Department of
Health, Kdueation, and Welfare time to prepare its forms and pro-
cedures and negotiate necessary agreements with State agencies,
An individual who files a freeze application before July 1, 1955, must,
however, be alive on July 1, 1955, in order to get a period of disability.

Until July 1, 1957, a disability “freeze’” application could establish
a period of disability beginning on the carliest date the individual was
disabled and met the covered work requirements described above,
This means that an individual who was disabled as carly as the fourth
quarter of 1941 could have had sufficient qualifying carnings and could
establish a period of disability provided he was continuously disabled
and filed a disability freeze application before July 1, 1957, Despite
the administrative difficulties created, your committee believes that
the large number of persons who have been totally disabled for the
years before the enactment of this provision should be included in
the group receiving the advantages of the freeze provision, but only
for periods of disability continuing to the date of application,

Benefit increases for disabled individuals already on the benefit
rolls would be payable beginning July 1955. Newly entitled persons
would be able to have their benefits computed with the exclusion of
a period of disability, beginning with the month of July 1955, Sur-
vivors of workers who died after having qualified for a period of
disability would receive increased benefits,

X. Miscrenrnanrous Provisions

A, Recomputation because of continued work after entitlement

The bili changes the provisions under which an individual’s primary
insurance amount imay be recomputed because of continued covered
employment after his entitlement to old-age insurance benefits.

'l].‘ho present requirement is that an individual have 6 quarters of
coverage after 1950, and must have lost at least 12 of his monthl
benefits because of work in covered employment within a 36-mont
period sineo the last previous effective computation or recomputation
of his benefit amount. This provision served to avoid frequent
requests for recomputation of tfm benefit amount where little or no
increase in the benefit rate would result.

In view of the increase in the amount of ecarnings exempted under
the rotirement test by the bill, retention of tho requirement for 12
months’ benefit suspensions would frequently prevent recomputations
for individuals who should be able to obtain them. Your committee
believes, therefore, that it is necessary to revise the condition deter-
mining when an individual may have his benefit recomputed because
of additional earnings. Under the proposed change an individual
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may qualify for the recomputation if he has been credited with covered
wages and self-employment income of more than $1,200 in a com-
pleted calendar year after 1953 and after the year in which the
individual’s benefit was last computed or recomputed. As under
present law, the requirement that the individual have at least six
quarters of coverage after 1950 will be retained.

The changed provision is similar to that in the House bill; however,
carnings of more than $1,200 are required instead of $1,000 or more,
conforming to the change in the annual exempt amount under the
retirement test made by the committee bill,

The recommended provision will remove certain present restrictions
on the recomputation of benefit amounts of persons who have reached
the age at which they are exempt from the retirement test. Such
individuals even though continuing to work in covered employment
for substantial earnings, cannot now meet the requirement for the
recomputation because their benefits are not suspended because of
such work,

Three provisions included in the House-approved bill with respect
to payment of benefits to persons residing abroad, persons with periods
of illegal residence, and persons who are deported from the United
States are omitted from the committee-approved bill.

B. Residence requirements

The House-approved bill would have prohibited the payment of
dependents’ and survivors’ benefits to individuals residing outside the
United States, unless such individuals met certain requirements as to
prior residence in the United States or unless special insured status
requirements were met by the worker on whose record the benefits
are payable. Your committee does not believe the place of residence
of the dependents or survivors of an insured worker should result in
their losing protection to which they are otherwise entitled as a result
of contributions paid by the insured worker.

The House-approved bill would have required that earnings during
periods of unlawful residence be disregarded in the determination of
an individual’s insured status or benefit amounts, This amendment
would bave involved a large administrative burden with very littlo
result since many of the persons who are illegally present in this coun-
try arc migrant agricultural workers who are unlikely to work long
cnough in covered employment to acquire eligibility for benefits,

The House-approved bill would have required that no monthly
benefits be paid on the Liasis of the wages and self-employment income
of an individual who has been deported for specified causes, Your
committee has not had an opportunity to give sufficient study to all
the possible implications of this provision, which involves termination
of benefit rights under the contributory program of old-age and sur-
]vilxlfors insurance, and has therefore deleted this provision from the
ill, -

XI. Acruarian Cosr EsriMaTes rorR OLD-AGE AND SURVIVORS
INSURANCE SYSTEM
A, Financing policy
The Congress very carefully considered the problem of cost in
determining the benofit provisions of both the 1950 and 1952 acts,
"The belief was expressed in the committee reports that the old-age and
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survivors insurance program should be on a completely self-supporting
basis from contributions of coveree individuals and employers.
Accordingly, the law under those acts contained a tax schedule which
it was believed would, under a level-wage assumption, make the system
self-supporting us nearly as could be foreseen under circumstances
then existing.  Under the 1052 act the program’s actuarial balance
was estimated to remain virtually the same as in the estimates made
at the time the 1950 act was enacted; this was the case because of the
rise in earnings levels in the 3 years preceding the enactment of the
1952 act, which rise was taken into account in the estimates for the
1952 nct, 1t was recognized that future experience may be expected
to differ from the conditions assumed in the estimates so that any tax
schedule, at least in the distant future, might have to be modified.

Subsequent to the enactment of the 1952 act, new cost estimates
were developed to take into aceount the considerable change in eco-
nomic conditions during the last few years and the additional actuarial
and statistical data available from the program’s operations and from
the 1950 census.  According to these new estimates (contained in
Actuarinl Study No. 36 of the Social Security Administration, Depart-
ment of Health, Edueation, and Welfare) the level-premium cost of the
henefit disbursements and administrative expenses under the 1952
amendments is somewhat more than one-half percent of payroll
higher than the level-premium equivalent of the schedule({ taxes
(including allowance for interest on the existing trust fund).

This lack of sufliciency is of long-range importance. It will be
appreciated, however, that whether this eventuates will depend upon
whether the assumptions made are realized in the future experience.
It would not seem necessary to make any immediate legislative
changes in the contribution schedule merely beeause an “insufliciency”
shows up as a result of new cost estimates, This is particularly the
case when such insufliciencey is relativoly small and when such new cost
estimates involve a change in actuarial assumptions as to future
oxperience,  On the other hand, a situation involving an insufficiency
should very likely require some legislative action if it were borne out
over subsequent actuarial cost estimates.  In the meantime, it would
seem that any proposed legislative changes as to benefits, coverage,
ete., could be considered to be proper from a cost standpoint if for the
proposed plan the resulting “actuarial insufficiency” were tho same or
substantially the same as for the existing law—provided that the
insufliciency remains relatively small.

The net effeet of tho benefit changes your committee has recom-
mended in the present program, somo of which would increase long-
range costs and some of which would decrease them, is an increase in.
the long-range cost of the program by slightly over 1 percent of
covered payroll.  T'o counterbalance this, we have recommended
increases in the long-range contribution schedule—in 1970 and there-
after-—-which are about equivalent to the increased bonefit cost of 1
percent of payroll.

Your committee recognizes that future cost estimates, particularly
if earnings continue to rise, may indicate that a lower schedule of con-
tribution rates will providoe for a self-supporting system than would
appear necessary under the latest cost estimates. Nevertheless, wo
believe that the long-rangoe schedule of old-age and survivors insurance
contributions should be adjusted so as to meet the additional costs
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of the changes now proposed. On the other hand, we believe that
there is no necessity now to attempt to cover fully, or even partially,
the deficiency which the new estimates indicate in the financing of the
present program. With this in mind we have adopted the schedule of
rates in the House-approved bill under which the rate on employer
and employee in 1970 be raised from 3% to 3% percent, and that in
1075 and thereafter the rate be increased to 4 percent, with corre-
sponding changes for the self-employed.

B. Basic assumplions for cost estimates

Estimates of the future cost of the old-age and survivors insurance
program are affected by many factors that are difficult to determine.
Accordingly, the assumptions used in the actuarial cost estimates may
differ widely and yet be reasonable. Because of numerous’ factors,
such as the aging of the population of the country and the inherent
slow but steady growth of the benefit roll in any retirement program
benefit payments may be expected to increase continuously for at
least the next 50 to 75 years.

The cost estimates for the committee-approved bill are presented
first on a range basis so as to indicate the plausible variation in future
costs depending upon the actual trend developing for the various cost
factors, Both the low-cost and high-cost estimates are based on high
cconomic assumptions, intended to represent close to full ecmployment,
with average annual carnings at about the level prevailing in 1951-52,
or somewhat below current experience.  Following the presentation of
the cost estimates on a range basis, intermediate estimates developed
directly from the low-cost, and high-cost estimates (by averaging them)
are shown so as to indicate n basis for financing provisions.

In general, the costs are shown as a percentage of covered payroll.
[t is believed that this is the best measure of the financial cost of the
program. Dollar figures taken alone are misleading because, for exam-
ple, extension of coverage generally increases not only the outgo of the
system but also to a greater extent its income, with the result that the
cost relative to payroll decreases.

The low-cost and high-cost assumptions relate to the cost as a
percentage of payroll in the aggregate and not to the dollar costs. The
two cost assumptions are based on possible variations in fertility
rates, mortality rates, retirement rates, remarriage rates, and so forth.

The cost estimates have been prepared on the basis of the same
assumptions and techniques as those contained in the estimates of the
Social Seeurity Administration’s Actuarial Study No. 36 (relating to
present law) and Actuarial Study Mo. 38 (relating to H. R. 7199) and
in the cost estimates for the House-approved bill (H. Rept. 1698,
pp. 26-35).

An_important measure of long-range cost is the level-premium
contribution rate required to suppoect the system into perpetuity.
This rato is determined by taking the present values, at interest, of
future income and outgo of the system. It is assumed that benefit
payments and taxable payrolls remain level after the year 2050—
actually benefits as a percentage of payroll are virtually constant
after about 2020. If such a level contribution rate were adopted,
velatively large accumulations in the trust fund would result, and in
consequence there would also be sizable eventual income from interest.
Iiven though such a method of financing is not followed, this rate may
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nevertheless be used as a convenient measure of long-range costs.
This is a valuable cost concept, especially in comparing various
possible alternative plans and provisions, sinece it takes into account
the heavy deferred load.

The estimates are based on level-earnings assumptions (slightly
below the present lovel). 1f in the future the earnings level should
be considerably above that now prevailing, and if the benefits for
those on the roll are at sometime adjusted upward so that the annual
cost relative to payroll will remain the same, then the increased dollar
outgo resulting will offset the increased dollar income. This is an
important reason for considering costs relative to payroll rather than
in dollars. ]

The cost estimates have not taken into account the possibility of
a rise in earnings lovels, although such a rise has characterized the
past history of this country. If such an assumption were used, along
with the assumption that the benefits nevertheless would not be
changed, the cost relative to payroll would, of course, be lower.
Under such circumstances, any cost deficiency currently estimated
would tend to be met by this reduction in cost.

If benefits are adjusted to keep pace with rising earnings trends, the
yvear-by-year costs as a percentage of payroll would be unaffected.
However, in such ease this would not be true as to the level-premium
cost which would be higher, since under such circumstances the rela-
tive value of the interest earnings of the trust fund would gradually
diminish with the passage of time. If earnings do consistently rise,
and if benefits are adjusted upward, thorough consideration will need
to bhe given to the financing basis of the systein because then the
interest earnings on the trust fund will not meet as large a proportion
of the benefit costs as would be anticipated if the earnings level had
not. risen,

Financial interchange provisions with the railroad retirement system
ave, under present law, in effect. such that the old-age and survivors
insurance trust fund is to be placed in the same financial position as if
railroad employment had always been covered under the old-age and
survivors insurance program. It is estimated that the net effect of
these provisions will, over the long-range future, be a relatively small
net. gain to the old-age and survivors isurance system since the
r(\,imhursomonts from the railroad retirement system will be somewhat
larger than the net additional benefits paid on the basis of railroad
carnings, The long-range costs developed here are for the operation of
the trust fund on the basis, as provided in current law in respect to
financing provisions, that all railroad employment is covered employ-
ment (beginning with 1037),

The contribution income and benefit disbursement figures shown
in the subsequent tables ave slightly higher (by less than 5 percent)
than the payments mado directly to the trust fund by contributors and
the payments made direetly from the trust fund to the individual
beneficiaries.  This is the ease beeause such figures include both the
additional contributions which would have been collected and the
additional benefits that would have been paid if railroad employment
had always been directly covered by old-age and survivors insurance,
rather than merely indirectly for financing purposes. The balanco
for these two elements is to be accounted for in actual practico by
the operation of the financial interchange provisions. ‘T'he balance in
tho fund thus corresponds exactly to the actual situation.
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(". Results of cost estimates on'range basis

Table 4 presents costs as a percentage of payroll for cach of the
various types of benefits, The level-premium cost for the benefits
provided in the committec-approved bill, on the basis of 2% percent
interest, is roughly 6% to 8% percent of payroll, while at 2}% percent
interest the corresponding figures are 6% percent and 8% percent,
respectively.

Table 5 presents the estimated operations of the trust fund under
the committec-approved hill on the basis of a 2.4 percent interest
rate, which is the interest rate used as the appropriate single rate in
the previously mentioned preceding estimates. For the past year,
up unitl July 1954, this was the rate currently being earned.  As of the
present time the rate is only 2.3 percent since the special issuds in the
trust fund, constituting slmost 90 percent of total investments, now
hear a rate of 2 percent as against 23 percent in the fiscal year ending
June 30, 1954. For the sake of consistency, the 2.4 percent rate has
continued to be used for the trust fund calculations.

Under the low-cost estimate, the trust fund builds up quite rapidly
and even some 50 yoars hence is growing at a rate of about $4 billion
per year and at that time is about $100 billion in magnitude. In fact,
under this estimate, benefit disbursements do not exceed contribu-
tion income during the next 60 years, and even in the year 2000 are
about 5 percent smaller.

On the other hand, under the high-cost estimate the trust fund builds
up to a maximum of about $22 billion in the next 5 years, but decreases
thereafter until it is exhausted in the year 1992. Benefit disburse-
ments exceed contribution income during 1957-69, and again in 1973~
74 and after 1978,  Accordingly, the trust fund remains more or less
stable at about $22 billion during 19556-62 (since interest income off-
sets the excess of disbursements over contribution incomno).

Although there is a wide spread in the ultimate estimated trust fund,
the range of tho estimates offers a reasonable guide to action on tho
part of your committee. The frust fund, it will be remnembered, is a
cumulative item and thus tends over the course of years to move rela-
tively rapidly in one direction or the other under the necessary assump-
tion that the provisions of the law remain unchanged despite the ex-
perience developing as either “low cost” or “high cost.” I'rom table
4, it will bo noted that the cost as a porcentage of payroll-—the best
measure of cost—has a range from the low-cost estimate to the high-
cost one of only about 10 percent relatively in the early years of opera-
tion and about 50 porcent ultimately. :

These results as to the progress of the trust fund under the two
estimates are consistont and reasonable, since the system on an inter-
mediate-cost estimate basis is intended to be approximately solf-
supporting, Accordingly, in most instances a low-cost estimate
should show that the system is more than self-supporting, whercas a
high-cost cstimate should show that a deficiency would oventually
arise, In actual practice, under the philosophy in the 1950 and 1952
acts as set forth in the committeo reports therefor, assuming no
chango in benefit provisions, the tax sclledulo would be adjusted in
future years so that neither of the developments of the trust fund
shown in table 5§ would ever eventuate. ‘Thus, if experience followed
the low-cost estimate, the contribution rates would probably be
adjusted downward, or perhaps would not be increased in future years
according to schedule, On the other hand, if the experience followed
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the high-cost estimate, the contribution rates would have to be raised
above those scheduled. At any rate, the high-cost estimate in table
5 does indicate that under the tax schedule adopted, there would be
ample funds to meet benefit disbursements for several decades, even
under relatively high-cost experience. In any event, if a deficiency
arises in the financing of the system some years hence, or if subsequent
experience and actuarial estimates indicate the imminence of a defi-
ciency, vour committee believes that this can readily and safely be
handled by a future Congress when the occasion arises.

D). Results of intermediate-cost estimate

- This section will present the intermediate-cost estimate, developed
from the low-cost and high-cost estimates of this report, by averaging
them (using the dollar estimates and developing therefrom the
corresponding estimates relative to payroll).  'This intermediate-cost
estimate may not represent the most probable estimate; it is impossible
to develop any such figures.  Rather, the intermediate-cost estimate
has been set down as a convenient and readily available single set of
figures to use for comparative purposes.

The Clongress, in enacting the 1950 and 1952 acts, was of the belief
that the old-age and survivors insurance program should be on a
completely self-supporting basis.  This belief is reiterated in this
report.  Your committee, however, does not believe that it is neces-
sary at this time to provide for an exact, or even approximate, long-
range balance of income and disbursements based on actuarial cost
estimates which necessarily cannot be exact predictions. A single
estimate is valuable in considering how closely the long-range balance
may approximate exact mathematical self-support.

The tax schedule in the 1950 act (Ieft unchanged in the 1952 act).
and that in both the House-approved and committee-approved bills
are as follows:

1050 act Committec-approved hill
Calendar your TV . y

EmploycejEmployer OII\?:i});'O(l Employee|Employer cm?ﬁo&cd

Percent | Percent | Dercent | Percent | Perced | Percent

1061-63. . e 114 114 244 1 114 2

05400, . e eeiiaaa. p 2 3 2 3
1930-61 .. 244 214 33 214 214 3
1005-09. 3 3 1y 3 3 414
1970-74... .. .. 3 Yy 41 34 344 (374

1075 and after 3% Y 114 4 4 6

Table 6 gives an estimato of the level-premium cost of both tho

House-approved bill and the committes-approved bill tracing through
the inerease in cost over the present act according to the major changes

proposed,
[In pereent)

House- Committee-
Laevel-preminm equivalent Present law approved approved
hill bill
Benefitcosts oo . 0 e eaaann 0. 62 7.31 7,05
Contributions . JU 0,05 7.12 7.12
Not ditference N 22 63

FIncluding adjustments (o) to refleet lower contribution rate for self-cmployed compared with empioyer-

amployee rate, (h) for extsting trust tund, and (¢) for administrative exponses,
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The 1Y%-percent increase in the ultimate combined employer-
employee rate in the committee-approved bill (and also in the ?*Iouse-
approved bill) represents an equivalent level increase of slightly over
I percent. This higher amount meets the increased cost of the bene-
fits of the committee-approved bill, although it does not appreciably
reduce the currently estimated actuarial deficiency of the present
system.

Table 7 shows the year-by-year cost of the benefit payments accord-
ing to the intermediate-cost estimate for the present act and for the
House-approved and committee-approved bills, These figures are
based on a future level-earnings assumption and do not consider busi-
ness cycles (booms and depressions), which over a long period of years
tend to average out. The benefit disbursements under the committee-
approved bill for 1955 are estimated at about $4.8 billion, with a range
of $4.5 to $5.0 billion (as contrasted with contribution income of about
$5.9 billion). 'The dollar amount of the increaséd cost in 1955 of the
committee-approved bill over the present act is about $700 million. The
cost as a percentage of payroll is about the same because of the higher
payroll in the bill due to the extended coverage. The dollar amount
of the increased benefit cost in 1955 for the committee-approved bill
as compared with the House-approved bill is about $150 million. In
subsequent years, the benefit cost of the committec-approved bill as a
pereentage of payroll increasingly exceeds the cost of present law, with
such excess being about 1 percent after 1970.

Table 8 presents the costs of the benefits under the bill as a percent-
age of payroll for each of the various types of benefits and is compar-
able with table 4 of the previous section. >

Table 9 shows the estimated operation of the trust fund under the
committee-approved bill according to the intermediate-cost estimate
(using a 2.4 percent interest rate) and is comparable with table 5 of
the previous section. According to this estimate, contribution income
generally exceeds benefit disbursements for the next 25, to 30 years,
although in 1958-59, 196264, and 1968-69 (the years preceding the
next three scheduled increases in the contribution rates), there is
an excess of benefit outgo over contribution income. This difference
is in most instances more than counterbalanced by interest income so
that the fund is estimated to grow more or less steadily until reaching
a maximum of $53 billion in 1988 and then to decrease. During the
next decade, according to this estimate the fund levels off at about
$24 billion in 1957-59, increases slightly in 1960-61 (when the next
increase in the contribution schedule is effective), and then is again
relatively level at somowhat over $25 billion in 1961-64, The decline
in the long-distant future indicates that under the committee-approved
bill the proposed tax schedule is not self-supporting under the inter-
mediate-cost estimate with a level-earnings assumption, but as indi-
cated previously, the intermediate-cost estimate may not represent
the most probagla estimate of what future experience will be. Your
committeo belicves that any lack of self-support or any deficiency
showing up in the long-distant future can be acted upon by subsequent
Congresses.
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Tavne 4.~ Estimated benefit payments as percent of tazable payroll for commilltee-
) approved bill, by type of benefit

ACTUAL DATA!

[In pereent)

Monthly benefits Lump-
e ? e e} SUIM Disa- | Total
death | bility | bene-

Old- ceaggl Wid- Par- | Moth- | el puy- |freezed| fits
age | WHUST GGt | onts | Ters [T ients
(VR 0.15 0.14 0.01 0.07 0.24 0.05 ... .... 1.65
L A7 .16 .01 .08 .26 08 |l 1.83
1. 50 .22 .20 .01 00 .30 07 2,39
LOW-COST ASSUMPTIONS
1060 2,74 0.35 0.55 0.01 0.17 0.43 0.11 0.04 4,40
1070.. 3. 60 .40 99 01 17 .40 .13 .06 5.74
1080, . 4. 56 A3 1.23 .01 .16 .37 14 .07 6.97
1000 .. 5.17 .43 1,31 01 .18 .36 .16 .08 7.66
2000 . 4.08 1t 1.22 .01 .16 .35 Bt 07 7.34
2020 5. 660 .45 1.17 .01 14 .35 .15 .08 8.02
Lovel premiuy: 4
2}2 percent interest ... .. 4. 56 42 1.07 .01 .15 .36 .14 .07 6.77
214 pereent Intorst.. ... 4.46 .42 1.05 K\ .15 .36 14 .06 6.085
HIGH-COST' ASSUMPTIONS
1960........ .. .. d.20 0. 40 0. 58 0.01 0.20 0. 44 0.11 0.05 4,99
1970 ... ... .. ... L. 4. 28 46 1. 05 .02 .20 .39 13 .06 0. 54
1980 .. ...... .. .0 Ll H.4h .48 1.32 .02 .18 .35 .14 .08 8.03
000.......0 ..., 0. 67 .49 1. 42 .02 17 .33 .16 .09 9.35
2000, . 6. 97 .50 1. 356 .02 .18 .40 .16 .09 9. 54
020.... ... L . 9. 34 .65 1. 40 .02 .16 .30 .20 12 12. 26
Level-premium; ¢ !
234-percent interest 0. 25 .52 1,22 .02 A7 .38 16 .08 8.75
234-pereent Interest 6. 03 .51 1. 19 .02 Y L34 .16 .08 8.49

1 Excluding etfect of raflrond coverage under financlal interchange provisions,

3 Included are oxcesses of wifo's nnd widow's benefits over old-uge henefits for female old-uge benoficlarles
also eligible for wife'sand widow’s benefits, Also includes husband’s and widower’s benefits, respectivoly,

¥ The cost of the “dsability freeze’ Is hore shown separately, although inactual practico it isspread among
the various types of benofits,

¢ Level-premium contribution rate for henefit payments after 1952 and in perpetuity, not taking into
account (a) lower contribution rato for sol(-umplo?’cll compared with employer-employeo rate; (b) existing
trust fund; and (¢) administrative expenses, ‘These level-preminm rates assutne bonefits and payrolls
romndn level after the year 2050.

Norte,—All estlinates nro based o high-employment assumptlons,
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TABLE 5.—Estimaled progress of trust fund under commillec-approved bill, 2.4
percent tnlerest

[In millions]
ACTUAL DATA

N Adminls- Fund at
Contribu- Benefit trative Interest on ond of

Calendar year

tions payments expensos fund year
1988 Y . $3,045 $3, 006 $88 $414 $18, 707
1953 2 e 4,100 3,207 91 425 19, 166

LOW-COST ESTIMATE

$5, 243 $3, 550 $88 $169 $21, 240
5,939 4, 543 97 525 23, 004
7,628 6, 978 1 636 27, 357

12,047 10, 324 133 010 39, 985

15, 538 13, 839 166 1,640 70,741

16, 975 16, 621 192 2,206 08, 034

18,883 17, 706 209 4,023 129, 448

22,255 22, 808 258 5,519 235,078

HIGH-COST ESTIMATE

1LY S $5,077 $3,715 $05 $405 $20, 808
W5 5, 900 5,016 114 511 22, 185
WKO- - oI 7,450 7,845 146 527 22, 204
W70 11,919 11, 636 188 443 18, 933
W80 - LI 15, 127 15, 525 226 554 23, 320
V900 - LI 15,806 18, 092 262 180 5,995
Q00 - - o 16, 966 20, 691 284 ® ®

o T 17,579 27, 530 BT |

hY
! Excluding effect of rallrond covernge under financial interchange provisions,
? [ncluding effect of milroad covernge under financial interchange provisions (as is also the case for future
estimates shown below),
3 Fund exhausted in 1922,

Note.—All estimates are based on high-employment assumptions.

Tannue 6.—Changes in estimated level-premium costs of benefit paymenls as per-
centage of payroll, by type of change, House-approved bill and commillee-approved
bill, intermediate-cost estimate, high-employment assumplions

Level-premium cost
Item House- |Committee-
approved | approved
bill bill
Cost of present act: ! Percent Percent
1052 estimato, 234 percent interest .. .. ... ... 0. 00 ;
Current estimate, 234 percent Interest - 6,74 6,74
Current esthinate, 2.4 percent fnterest. ... . .. . iieeiraiieiciaeaeaas 0,02 0,02
Etfeet of proposed ehanges:
1 Xtenslon Of COVRIAR0. < o .o et aeeaaans -, 18 - 13
Ralsing carnings bnso t0 $4,200. ... .. ... .- .15 -, 18
Incronse fn henefll8 3 Lo o i iiiiiiiaeaan .. 4,82 -+.83
Liberalization of retirement test. ... ..o .. . 03 .30
Elimination of Jowest years of enrnngs. v oe oot i . 13 Al
S Disability freezo® provislon. ... . i .- .07 .07
Cost of biN,Y 24 pereont Intorest . ... .o i iiiieeanaaas 7.34 7.05

! Including ml&ustmonts (a) to roflect lower contribution rato for self-omployed compared with employer-
employeo rate; (b) for oxisting trust fund; and (¢) for administrativo exponses,

1 Primarlly refleets effect of now benofit formula and conversion table, but also Includes offeet of rovised
minimum and maximum benefit provisions and the minor changes in insured status provislons (and in
House-approved bill, chango in lump-sum death payment provislons).,
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Tanue 7.-—FEstimated cost of benefit payments under present law and wunder House-
approved and commillec-approved bills, intermediate-cost estimale, high-cmployment
assumplions

i Amount (In millfons) In percent of payroll
Calendar year ; l Hous o
U Prpcn ouse- {Commnittee-] v, House- |Committee-
] ’iff\i,m approved | approved | ! r]“;"“"t npproved | approved
! bill bill ¢ bil bill
‘ Percent | Percent Percent
1065. .. A I $1, 630 $4,770 3.06 2.85 3. 16
[SULT I . - 5, 716 7, 266 7,408 1. 10 4, 20 4. 69
1070.... . o . 8,318 11, 031 10, 082 5. 20 5.75 0. 14
1080. ... A e A LL, 118 14, 801 14, 681 0. 40 7.07 7.49
2000.. .. ’ 14,812 10, 444 19, 200 7. 30 7.01 8.¢
A02.... e ! 19, 475 25, 160 25,173 8. 63 9. 22 9. 89
Level-premium:
2V pereent fnterest ... L0 f Y P, 6. 69 7.22 7.08
24 pereent Interest oo oo oo oo R 0. 60 7.12 7. 68
214 percent Interest ... . oL l .................. . 0. 54 7.05 7. 61

I Level-premium contribution rate for henefit payments in 1053 and after and into perpetuity. not takk.
into account («) lower contribution rate for self-employed compared with employer-employee rate, (lg
exlsting trust fund, and (¢) administrative expenses.

Tannk 8-~ Kstimated benefit payments as percent of laxable payroll under committee-
approved bill, intermediate-cost estimate

In percent)

Monthly benefits - | Ltunp-
e e e e e} SUIM Dis- | Total
Calendar yeur " Wid l P Mofl death }\hlll(); lninw
Ol e - ar- | Moth- |, | paye Teeze fits
ape | VS gwrsn D ents | e [ OMIESE et
1
2.97 0. 37 0, Ht 0.01 0,18 0. 43 0. 11 0.06 4,60
4,01 e 1.02 L0l .18 .39 13 .08 0. 14
0. ) il 1. 27 .01 A7 RN . 07 7.40
,,,,, 5. 1) A0 140 02 B A 16 .08 8. 48
e . . N2 LD 1.28 .02 1b .32 i .08 8,48
WWeaaeee o o 7.8 O 1.31 L0l 16 33 17 10 0.80
Level-promium: 3
A4-pereent interest oo .. 5 31 A7 1. 14 Nl 18 .36 16 07 7.69
284-percent interest .o .. H. 20 46 111 .01 16 35 14 .07 7. 61

tIncluded nre excesses of wife's and widow's benefits over old-nge henefits for female old-age beneficlarles
also eligiblo for wife's and widow's benefits.  Also includes husband's and wildower’s benefits, respeetively.

1 1'he cost of the “disabllity freeze’ Is here shown separately, although in aetual practice it Is spread
amony the varlous types of benefits,

3 Lovel-premium contribntton rate for henefit payments after 1052 and In perpetulty, not tuking into
uccount (a) lower contributton rate for self-employed compared with employer-employce rate, (b) existing
trust mnd, and () administeative expenses, ‘Fhese level-premium rates agsumoe benefits and payrolls
remain level after the year 2050,

NoTE. --Al estimates nre based on high-employment assumptions.
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Tanry O—Estimated progress of trust fund under committee-approved bill, inter-
mediate-cost estimale, 2.4 percent interest

ACTUAL DATA

[In millions]

"le - Contribu- Bénefit Administra- | Interest on | Fund at end
Calendar yeat tions payments | tivo expenses fund of year
L2 $3, 045 $3, 006 $38 $414 $18, 707
LS B 1, 100 J, 207 91 425 19, 160

INTERMEDIATE-COST ESTIMATE

$5, 160 %3, 033 $01 $407 $21, 000
5,022 4,779 105 518 22,024
7,402 7,400 128 582 | 24,780
9, 680 9, 260 146 604 25,848

11, 142 10, 982 162 081 29, 450

14, 101 12,700 178 850 37,020

15,332 14, 681 196 1,097 47,034

16, 438, 17, 809 227 1,238 52,014

17, 924 19, 200 246 1,115 46, 804

19, 017 25,173 302 382 13, 533

I Excluding effeet of rallrond coverage under finaneial interchange provisions,
2 Including effect of railroad coverage under financial interchange provisions (us {3 nlso the case for future
estimates shown below).

NoTE.—All estimates are based on high-employment assumptions.
XII. PuBLic AssIisTaNcs

The bill extends through September 30, 1956, the provisions of the
1962 amendments (presently scheduled to éxpire on September 30,
1064) with respect to Federal payments to States for public-assistance
programs.  Until that date, the FFederal share in old-age assistance,
aid to the blind, and aid to the permanently and totally disabled will
continue to be four-fifths of the first $25 of a State’s average monthly
payment per recipient, plus one-half of the remainder, within indi-
vidual maximums of $65. IFor aid to dependent children the Federal
share will be four-fifths of the first $15 of a State’s average monthl
payment per recipient, plus one-half of the remainder within indi-
vidual maximums of $30 for the adult, $30 for the first child, and
$21 for each additional child in a family. This action is taken pend-
ing possible consideration of hasic amendments in the Federal match-
ing formulas, The cost of continuing such increased Federal pay-
ments is about $400 million for the 24-month period. The House
hill would have extended the provisions in the 1952 amendments
through September 30, 1955, '

The bill extends from June 30, 1955, to June 30, 1957, the provision
in section 344 of the Social Security Act Amendments of 1950 which
provided for the approval of certain State plans for aid to the blind
which did not meet the requirements of clause (8) of section 1002
(n) of the Social Security Act. The amendments provided that such
plans could be approved for the period from October 1, 1969, and
ending June 30, 1955. Only two States are now affected by the
provision (Pennsylvania un(f' Missouri), Extending the time to
June 30, 1957, will enable these two States to have sufficient time to
allow them to make the modifications in their State laws necessary
so they, like all other States, will comply with the income and re-
sources provision in the act as a condition for Federal grants to the
States.

50545—B4——38
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SECTION-BY-SECTION ANALYSIS

The first section of the bill contains a short title, “Social Security
Amendments of 1954, T'he remainder of the bill is divided into four
titles: title I, which amends title 1T of the Social Security Act; title 11,
which amends the Internal Revenue Code; title 111, which malkes
certuin amendments relating to public assistance; and title 1V, which
makes several conforming amendments in the Railroad Retirement
Act and other laws,

TITLE [F=AMENDMENTS TOTITLE ITOF THE SOCIALSECURITY ACT
xrension or CovERAGE

Section 101 of the bill amends sections 209, 210, 211, and 218 of the
Social Security Act so as to extend coverage under the old-age and
survivors insurance system to additionad groups of gainfully employed
individunls.

DOMESTIC SERVICE, NOT IN COURSE OF EMPLOYER'S BUSINESS, AND
AGRICULTURAL LABOR
Domestic service

Section 101 (n) (1) of the bill amends paragraph (2) of seetion 209
(i) of the Socinl Security Act, which relates to domestie service.  This
paragraph now provides for the exclusion from wages, for purposes of
old-gge and survivors insurance, of eash remuneration paid in a quarter
for domestic service in a private home unless such remuneration paid
in such quarter for the service is $60 or more and the employee is reg-
ularly employed by the employer in the quarter.  He is “regularly
employed” if he performs suel sorvice for that employer on at least
24 days in the same quarter or the preceding quarter,  The amend-
ment, also approved by the House, would elimmate the 24-day test,
thus making coverage of domestic serviee depend solely on receipt by
the employee, in a quarter, of $50 in cash remuneration from one em-
ployer for such service.

As under existing law and under the House-appreved bill, domestic
serviee (as well as service not in the course of the employer’s trade
or business, which is deseribed below) will not include any service
deseribed in seetion 210 () (5) (serviee performed on a {arm operated
for profit).

Service not in course of employer's business

Sceetion 101 () (2) of the bill, which is the same as in the House-
approved bill, amends seetion 209 (g) of the Social Sceurity Aet by
adding a new paragraph (3).  This paragraph relates to cash remunera-
tion received for service not in the course of the employer’s trade or
business and should be considered together with the repeal of section
210 (a) (3) of the Social Security Act which would be accomplished by
section 101 (a) (h) of the bill. Section 210 (a) (3) of the act now
excludes, from employment covered by it, service not in the course of
the employer’'s trade or business performed by un employee in a
calendar quarter unless the cash remuneration paid by the employer
for uach service in that quarter is $50 or more and the service 18 per-
formed by an individual on at least 24 days in that quarter or the
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preceding quarter for that employer. The 24-day test for this purpose
is the same as the test used under existing law (and deseribed above)
for domestic service in a private home. The effect of the new para-
graph (3) of section 209 (g), plus the repeal of paragraph (3) of section
210 (a), 18 to eliminate the 24-day requirement and to make coverage
under old-age and survivors insurance of service not in the course of
the employer’s trade or business depend solely on receipt by the
employee of $50 in cash remuneration, in a calendar quarter, for the
service from that employer,

The $50 test is also changed slightly. Under existing law the
$50 must be paid for service performed in a quarter for the employer,
and the time of payment is unimportant. Under the new section
209 (g) (3), the test is payment of $50 in a quarter for the service,
and the time of performance of the service is unimportant. This
change (which parallels a change made in the Internal Revenue Code
by the bill) should ease the burden on the employer for reporting
purposes.

Agricultural labor

Section 101 (a) (3) of the bill amends section 209 (h) of the Social
Security Act by inserting a new paragraph (2) (the existing provisions
of section 209 (h) becoming paragraph (1) thercof). The new para-
graph would exclude from wages, for purposes of old-age and survivors
insurance, cash remuneration paid by an employer to an employee
in any calendar quarter for agricultural labor unless such remuneration
is $50 or more. 'This amendment should be considered with the
amendment to paragraph (1) of section 210 (a) of the Social Security
Act which would be effected by section 101 (a) (4) of the bill,
~ Under the existing provisions of scetion 210 (a) (1) of the Social
Seeurity Act, agricultural labor performed in a calendar quarter is
excluded from employment covered by old-age and survivors insurance
unless the cash remuneration paid for such labor is $50 or more and
such labor is performed for the employer b‘v an individual regularly
employed by him to perform such labor. The “regularly employed”
test for this purpose is both more substantial and more complex than
the 24-day test now applicable to domestic service and service not in
the course of the employor’s trade or business.  or purposes of section
210 (a) (1)—
an individual is deemed to bo regularly employed by an employor during a cal-
endar quarter * * * only if (i) such individual porforms agriculfural labor * * *
for such employer on a full-time basis on 60 days * * * during the quarier, and
(if) the quarter was immeodiately preceded by a qualifying quarter. qualifying
quartor is dofined as (I) any quarter during all of which the individual was con-
tinuously employed by tho employer, or (II) any subsequent quarter meoting tho
test of clauso (i) above if, after tho last quartor during all of which the individual
wag continuously employed by the employer, each intervening quarter mot the
test of clause (i). An individual is also deemed to be rogularly employed by an
employor during a calondar quarter if he was regularly employed (upon application
of clauses g) and (1i)) hy the employer during the proceding calendar quarter
(H). Ropt. No. 2771, 81st Cong., 2d sess. (Conference report on H. R, 6000), p.
95).

The main effects of the amendments made by paragraphs (3) and
(4) of section 101 (a) of the bill are to eliminate the present ‘‘regu-
larly employed” test as a requirement for the coverage of an individ- -
ual’s agricultural labor under old-age and survivors insurance.
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The provision differs from that in the House-approved bill in that
the House-approved bill places the coverage test for agricultural
lnbor on a calendar-year basis, instead of on a calendar-quarter basis
as at present and as proposed by the bill here reported. The bill
as passed by the House made coverage of an individual’s agricultural
labor depend solely on the payment to him of cash remuneration of
$200 or more in a calendar year by the same employer for such labor.,

At the present time, services performed in connection with the
ginning of cotton and services performed in connection with the
production or harvesting of crude gum. (oleoresin) from a living tree
or the processing of such crude gum into gum spirits of turpentine
and gum resin, if such processing is carried on by the original producer
of the erude gum, are exeluded from coverage under old-age and sur-
vivors insurance (sece. 210 (a) (1) (B) of the Social Security Act).
Also, these services may not be counted in determining whether an
individual meets the 60-day-$50 test in connection with other agri-
cultural labor, discussed above, although it may be counted for pur-
poses of a “qualifying quarter.,”  The amendment to section 210 (a)
(1) of the Social Security Act would remove the specific exclusion of
services performed in connection with the ginning of cotton and would
have the effeet of covering such services under old-age and survivors
insurance on the same basis as other agricultural labor, The bill
would retain the employment exclusion in present law of services
performed in connection with the production, harvesting or process-
ing of crude gum (oleoresin) mentioned above (this is expressed in
the law as service performed in connection with the production or
harvesting of any commodity defined as an agricultural commodity
in seetion 15 (g) of the Agricultural Marketing Aect); these services,
therefore, would not be covered under the old-age and survivors in-
surance program. The bill as passed by the House covered both these
types of services under old-age and survivors insurance,

The exclusion of services performed by foreign agricultural workers
under contracts entered into in accordance with title V of the Agri-
cultural Act of 1949, as amended (Public Law 78, 82d Cong.) would
be continued in seetion 210 (a) (1) of the Social Security Act, as
amended by secetion 101 (a) (4) of the bill,  The House-approved bill
also retained this exclusion.  Title V of the Agricultural Act of 1949
now provides that no workers may be made available under it for
employment after December 31, 1955, The exclusion in section 210
() (1) of the Social Security Act would be inoperative when title V
of the Agricultural Act of 1949 ceases to have any effect.
Redesignation of paragraphs of section 210 (a)

As indicated above, paragraph (6) of section 101 (a) of the bill
repeals paragraph (3) (exclusion of service not in the course of the
employer’s business) of section 210 (a) of the Social Security Act.
This paragraph of the bill would also make the necessary technical
change of redesignating paragraphs (4) through (14) of that section
and any references thereto contained in the %ociul Sceurity Act to
the redesignated paragraphs, This paragraph of the bill does not
redesignate paragraphs (15), (16), and (17) of section 210 (a) of the
S}?cilal“Security Act since they are dealt with by later provisions of
the bill,



SOCIAL: SECURITY AMENDMENTS OF 1064 37

Ixclusion of agricultural labor from State coverage agreements

Under seetion 218 (¢) (5) of the Social Security Act, an agreement
with a State for covering State and local employees under old-age
and survivors insurance may, at the option of the State, exclude
agricultural labor or service performed by a student, but only in
the case of “service which is excluded from employment by any
provision of section 210 (a) other than paragraph (8) of such sec-
tion.” Since, under the bill, agricultural labor (other than contract
Jabor under title V of the Agricultural Act of 1949 and work in con-
nection with the production or harvesting of crude gum (oleoresin))
would no longer f)e excluded from employment and there would be
substituted in the definition of “wages” the $50 cash wage require-
ment, o conforming change is necessary in section 218 (¢) (5). Para-
araph (6) of scetion 101 (a) of the bill, which is the same as section
101 (a) (6) of the House bill, would make this conforming change-

AMERICAN CITIZENS EMPLOYED BY AMERICAN EMPLOYERS ON FOREIGN-
FLAG VESSKELS

Under section 210 (a) (5) of the Social Security Aet (redesignated
by the bill as sec. 210 (a) (4)), individuals employed on and in connec-
tion with foreign-flag vessels and individuals employed on and in
connection with forcign-flag aireraft are excluded from employment
covered by old-age and survivors insurance both with respect to serv-
ices performed on and in connection with the vessel or aireraft outside
the United States and (except in the case of an individual who per-
forms no part of such services outside the, United States) with respect
to services performed in this country, Section 101 (b) of the bill,
which is the same as in the House-passed bill, would amend this sec-
tion of the act s0 as to make the exclusion apply only if the individ-
ual is not an American citizon or the employoer is not an American
wmployer.  Consequently, if the individual is an American citizen
and the employer 18 an American employer the services of such indi-
vidual on foreign-flag vessels or foreign-flag aireraft will be covered
whether performed here or abroad. This change would have the
effect of treating services performed by these individuals the same as
other services performed by American citizens as employees for Ameri-
can employers, which are now covered whether performed here or
abroad.

CERTAIN ¥EDERAL EMPLOYEES

Secetion 101 (¢) of the bill as passed by the House oxtended coverage
to most service, now exclude&, performed by employees of Federal
ingtrumentalitics who are not covered by a retirement system estab-
lished by a law of the United States or by an instrumentality of the
United States, including service performed by temporary employecs
in the field service of the Post Office Department, by temporary census-
taking employees of the Bureau of the Census, civilian employees of
Coast Guard exchanges and other Coast Guard activities, Federal
employees who are paid on & contract or fee basis and certain other
groups. It also extended coverage to service performed by two groups
of employees who are under othor Federal retirement systems: em-
ployees of Federal home loan banks and individuals covered under
the retirement system of the Tennessee Valley Authority. These
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provisions of the bill as passed by the House have been deleted by
your committee., Therefore, all of these employees, excluded from
covernge under present law, would continue to be excluded.

MINISTERS

Section 101 (¢) (1) of the bill amends paragraph (2) of section 211
(c) of the Social Sccurity Act to permit the performance of service
as an employee by w duly ordained, commissioned, or licensed minister
of a church in the exercise of his ministry, or by a member of a religious
order in the exercise of duties required by such order, to be regarded
as a trade or business for purposes of covering income dm'ivoﬁ from
such serviee as “self-employment income” under title TI of the Social
Security Act.  Such service, as well as almost all other service per-
formed as an employee, is excluded under present law from the defini-
tion of “trade or business” for purposes of self-employment coverage.

Puragraph (2) of section 101 (¢) of the bill further amends section
201 (¢) of the Socinl Security Act by adding a provision that the
exclusion in the present law from the definition of “trade or business”
of the performance of service by a minister in the exercise of his
ministry or by a member of a religious order in the exercise of duties
required by the order shall not be effective (except for a member of
u religious order who has taken a vow of poverty as a member of such
order) during the period for which there is in effect a certificate, filed
by the minister or member of a religious order, electing to have the
performance of such services covered as a trade or business. (The
conditions covering the filing of such certificates are contained in the
Internal Revenue Code and are explained in the portion of this anal-
ysis applyving to amendments in section 201 (¢) of the bill,)  Tho effect
of these amendments is to permit both employed and self-employed
ministers and members of religious orders (other than those who have
taken a vow of poverty) to eleet voluntarily to be covered under
old-nge and survivors insurance as self-employed.

These provisions replace the provisions in the House-approved bill
which would permit ministers and members of religious orders em-
ployed by nonprofit organizations to be covered by the organizations
and those which would cover self-employed ministers and members
of religious orders, and those employed by any employer other than
2 nonprofit organization, on a compulsory hasis.

FISHING AND RELATED SERVICIE

Section 210 (a) (15) of the Social Sccurity Act now excludes, from
emplovment covered by old-age and survivors insurance, services per-
formed by employees in fishing and similar activities (except when
performed in connection with commercial salmon or halibut fishin
or on a vessel of more than 10 net tons),  Section 101 (d) of the bil
would repeal this exclusion and renumber the succeeding paragraphs
of scetion 210 (a) accordingly,

HOMEWORKERS

Section 210 (k) (3) (C) of the Social Security Act now includes as
an employee, for purposes of employment covered by old-age and
survivors insurance, any individual performing services for remunera-
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tion for any person as a homeworker, according to specifications and
on materials furnished by such person, which materials are o be
returned to him or his designee, but only if the performance of such
services i8 subject to State licensing laws. (Under section 209(j),
which would not be changed by the bill, the remuneration for home-
work in any quarter is not courted unless the employee received
$50 or more in cash in such quarter from the same employer for such
work.) Section 101 (¢) of the bill, which is the same as section 101 (f)
of the House passed bill, would amend section 210 (k) (3) (C) of the
act so as to eliminate the requirement that the services be subject
to State licensing laws in order to constitute covered employment.

This amendment would not include, however, as employees, home-
workers who are not subject to supervision or control by any person
with respect to their home work activities, and who buy raw material
and make any article and sell such article to any person, even though
it is made according to specifications provided by some single pur-
chaser,

COAL ROYALTIES

Section 101 (f) of the committee-approved bill, which is the same
as section 101 (g) (3) of the House bill, would amend the present
sectionr 211 (a) (4) of the Social Security Act so as to exclude from
‘“net carnings from self-employment” the gain or loss derived from
coal royaltics under certain conditions. 'This is a technical amend-
ment needed to bring this definition in title IT of the Social Security
Act into line with the definition of the term in the Internal Revenue
Code. Section 325 (d) of the Revenue Act of 1951 amended section
481 (a) (4) of the Internal Revenue Code of 1939 (relating to the
old-age and survivors insurance tax on self-employment income) but
failed to amend the corresponding provision in the present scction
211 (a) (4) of the Social Security Act.

FARM OPERATORS AND SELF-IEMPLOYED PROFESSIONALS

Section 101 (g) of the House bill would have extended coverage to
self-employed farm operators with annual net earnings of $400 or
more from sclf-employment. It would also have extended coverage
to all professional self-employed, except physicians, on the same basis
as nonprofessional self-employed are now covered. The committee-
approved bill delotes this provision of the House bill, thercby
continuing the present exclusion of these groups.

This section of the House bill also provided that rentals paid in
wop shares should not, be included in determining “net earnings from
self-employment.”  With the deletion of coverage of farm operators,
this provision becomes unnecessary and is deleted in the committee-
approved bill,

EMPLOYEES COVERED BY SBTATE OR LOCAL RETIREMENT BYSTHMS

Section 101 (g) of the bill amends section 218 of the Social Security
Act to permit service performed in positions covered by a State or
local retirement system to be included, under prescribed conditions,
under an agreement between a State and the Secretary of Health,
Education, and Welfare covering State and local government em-
ployees for old-age and survivors insurance purposes,
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Paragraph (1) (A) of subsection (g) amends the hmulmg of section
218 (I) (which now reads “lixclusion of Positions Cfovered by Retire-
ment Systems”) by striking out “Exelusion of””, 1t also redesignates
the present subsection (d) as paragraph (1) of subsection (d), and
nmends the new parngraph (1) by making an exception to the g(\noml
provision, contained in the paragraph, which prohibits old-age and
survivors insurance coverage, under any agreement, of employees in
positions covered by State or loeal retirement systems on the date
when the agreement is made applieable to their coverage group.  As
a result of this exception, the prohibition will not apply to employees
in positions (other than a policeman’s or fireman’s position) which
were covered by a retirement system on the date an agreement was
made applicable to the coverage group which included employees in
such positions if, on that date (or, in any given case, on such later date
as the employee first occupies such a position) the individual in the
position is ineligible for membership in the system,

Subparagraph (B) of subsection (g) (1) would add to the prohibition
against coverage of employees under a retirement system on the date
their coverage group is covered a prohibition ngumst old-age and sur-
vivors insurance coverage of employees in positions covered by retire-
ment systems on the date of the enactment of the new paragraph (2)
of the subsecetion. This change, taken in conjunction with the new
provisions added by the bill (as described below), would have the
general effeet of pl()vnhng that individuals in positions subject to
a State or loeal retivement system either on the date of the enactment
of the bill or on the date the agreement is made applicable to their
coverage group could be covered under the agreement only if the
members of the svstem vote in favor of coverage.

This prolibition of coverage of service in positions covered by
retirement systems on the date spomhml would not apply, howovor
to service in policemen’s and firemen’s positions; individuals in such
positions could still be brought under an agreement if the positions
were no longer under a retirement svstem on the date when the agree-
ment was made applicable to the coverage group which included
employees in such positions, even if the posllmns were under a retire-
ment system on the date of the enactment of the new provisions,
Similarly, the prohibition does not apply to service in positions which,
though covered by a retirement system on the enactment date, were
hy reason of action taken prior {0 the enactment date by the npplo-
|nm(o governmental unit, no longer covered hy a 1('tuom(\n( system
when the coverage group which included employees in such positions
was brought under an agreement,

In the bill as passed by the House, subparagraphs (A) and (B) wore
hoth part of one paragraph with a smglo effective date (January 1,
1955) applicable to both parts. ‘The material in subparagraph (B)
has been separated from the rest of the material in paragraph (1),
without any substantive change being made, in order to mako its
provisions effective immediately, as was undoul)(odly intended in the
House bill.

Paragraph (2) of subsection (g) of the bill would add five new
pnmgmplm to secetion 218 (d).

Tho new paragraph (2) of section 218 (d) contains a statement that,
it 18 the policy of the Congress, in enacting tho new provisions per-
mitting the coverage under old- -age and survivors insurance of em-
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ployees under a State or local retirement systen, that the protection
afforded employees in positions covered under a retirement system on
the date a coverage agreement is made applicable to service in such
positions, or receiving periodic benefits under the retivement system
at that time, will not be impaired as a result of their coverage under
old-age and survivors insurance or‘as a result of legislative enactment
in anticipation of such coverage.

The new paragraph (3) permits coverage under an agreement of
service performed by employees in positions covered by a retirement
system (other than policeman’s and fireman’s positions and certain
other classes of positions which can be excluded at the option of the
state (for exmnpllo, part-time and elective positions, agricultural labor,
and student services)) if the governor of the State certifies that the
following conditions have been met:

A. A referendum by secret written ballot was held on the question
of whether service in positions covered by the retirement system should
be included under an agreement;

B, An opportunity to vote in the referendum was given (and was
limited) to eligible employees;

C. Not less than 90 (“Ninety’ in the House bill) days’ notice of the
referendum was given to all such employees;

D. The referendum was conducted under the supervision of the
governor or an agency or individual designated by him.

[5. A majority of the cligible employees voted in favor of including
service in such positions under an agreement under section 218,

(The House-approved bill required that a majority of the eligible
employees vote in the referendum and that two-thirds or more of the
employees who vote in the referendum vote in favor of coverage.)

The bill provides that an employee would be deemed an “oiigiblc
employee” for purposes of the referendum if, at the time the referen-
dum was held, he was in a position covered by the retirement system
and was a member of the system, and if he was in such a position at
the time when notice of the referendum was given. He would not
be an ecligible employce, however, if at the time of the referendum he
was in o position already coverod under the agreement, or if he wag in a
policeman’s or fireman’s position, or if he was in a position excluded
by the State from coverage under the agreement when it was made
applicable to the vetirement systom involved, In short, the State
would have to decide before holding the referendum which of the
optional groups it proposed to exclude and thoen exclude occupants of
those positions from participation in the referendum, Any occupants
of positions in such groups which were not excluded by the State {rom
the agreement would have to be givon the opportunity to participate
in tho referendum if such referendum is to be valid for purposes of the
new provisions of section 218 (d).

No roferendum would be valid for the purposes of paragraph (3)
unless held within tho 2-year period which ends on the date of execu-
tion of the agreement (or modification thereof) which extends coverage
to the retiremont systom involved; nor would any referendum Eo
valid if held less than 1 year after the last provious referendum with
respect to the same retiremont system (“less than 1 year after any
prior referendum’’ in the House bill—this is a purely drafting change).

The new paragraph (4) of section 218 (d) of the Social Security
Act establishes, for purposes of the existing section 218 (¢), a separate
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coverage group consisting of all three of the following categories of
employees:

A All employees in positions covered by the same retirement system
on the date when the agreement under section 218 with the State
was made applieable to such system in accordance with the conditions
in paragraph (3).  The employees in this category are those to whose
services an agreement cannot be made applicable under existing law
hecause the services are performed in positions covered by a retive-
ment system,

B. All employees in positions which were covered by that retire-
ment. svstem at any time after the date when the agreement was
made applicable to the system, The employees in this eategory are
those in positions which are brought under the retirement system
after the agreement is made applicable to the system.

C. All employees in positions which were covered by the same
retirement. system at any time prior to the date when the agreement
was made applicable fo the system, and to which the old-age and
survivors insurance system was not extended hecause of the existing
provisions of scection 218 (d) (which, under the bill, are contained
in secetion 218 (d) (1)). The employees in this category are those in
positions which were covered by the retirement system at the time
the agreement was made applicable to the coverage group of which
they were members, but which were later removed from coverage
under the retirement system.  The category includes employees in
covered positions who are not themselves eligible for membership in
the retirement system.  These employees are excluded from coverage
under present law; under the bill they could be covered, or, if the
State so desired, they could be excluded from coverage when other
employess who are not members of the retirement system are
brought in.

Subparagraph (A) of the new paragraph (5) provides that the new
provisions permitting extension of old-age and survivors insurance
coverage Lo positions covered by retirement systems after a rveferen-
dum are not applicable to any policeman’s or fireman’s position cov-
ered by a vetirement system. By reason of the provisions of existing
law which continue to be applicable to such policeman’s or fireman’s
positions, services in such positions cannot be covered under an agroe-
ment if the positions are covered under a State or local retiremernt
system at the time when the coverage group which includes employees
performing services in such positions is brought under the agreement,

Subparagraph (B) of the new paragraph (5) provides that, at the
request of the State, any class or classes of positions covered by a
retirement system which may be excluded from the agreement pur-
suant to paragraph (3) or (5) of section 218 (¢) and to which the agree-
ment does not, nll'eudy apply, except those specified in paragraph (3)
(C) of section 218 (¢), may be excluded from the agreement at the
time it is made applicable to the retirement system. Under this para-
graph, the State may exclude emergency services and services in an
classes of clective, part-time, or fee-basis positions, and also agricul-
tural labor and student services which, if the services involved wero
performed for an employer other than a State ov political subdivision,
would be excluded from the program., Each such class so excluded
would constitute a separate rotirement system in the event that the
agreemaent was later modified to bring that class in. The services
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referred to in paragraph (3) (C) of section 218 (¢), which could not be
excluded under this paragraph when the agreement is made applicable
to the retirement system, are services performed by individuals in
positions covered by the system who are ineligible for membership in
the system.  Employees in these positions not already included under
the agreement would have to be brought under it at the time it is
made applicable to the retirement system covering those positions.

The new paragraph (6) provides that a retirement ‘system which
covers positions of employees of the State and positions of employees
of one or more political subdivisions thereof, or covers positions of
employees of two or more political subdivisions of the State, may be
deemed, at the option of the State, to constitute a separate retirement
system with respect to any one or more of the political subdivisions
concerned and, where the retirement system covers positions of
employees of the State, a separate retirement system with respect to
the State, or with respect to the State and any one or more of the
political subdivisions concerned. The members of each such group
deemed to be a separate retirement system would vote in a separate
referendum and would be covered or excluded as a single group.
The House-approved bill contained a similar provision which allowed
the State two alternatives with respect to a statowide system: The
system could be treated either as a single system or as a separate
system for each governmental unit concerned. Under these alterna-
tives a State, in order to permit separate treatment of any one gov-
ernmental unit, or any one type of governmental unit, under a
statewide retirement system, would be required to hold a separate
referendum for each unit, no matter how small the units or how
numerous, It would not be possible, for example, to group partici-
pating governmental units according to size, geographical location,
or type of personnel covered by the retirement system. The com-
mittee-approved bill would give the State greater latitude in deciding
how the members of o retirement system should be grouped for
purposes of the referendum and subsequent coverago.

The new paragraph (6) also provides that if a retirement system
covers positions of employces of one or more institutions of higher
learning there shall be deemed to he a separate retivement system for
the employees of each such institution of higher learning. (The term
“ingtitutions of higher learning” is defined to include junior colleges
and teachers’ colleges.) This provision takes into account the fact
that employees of such ingtitutions are, in many instances, covered
by a retirement system which also covers elementary and secondary
schoolteachers.  Your committeo believes that an institution of
higher loarning is a sufficiently distinet unit to warrant special con-
sideration and is generally a sufficiently composite unit to minimize
any dangoer that covering tho institution’s employees as a separato
group would subject the old-age and survivors insurance program to
adverse selection of risks, The House-approved bill makes no specific
provision for employees of institutions of higher learming and would
not, in general, enable these employees to act independently to secure
old-age and survivors insurance coverage.

Paragraph (3) of section 101 (g) of the committee-approved bill
amends scction 218 (¢) (3) of the Social Security Act, which provides
that an agreoment shall, at the request of the State, exclude certain
specifically designated positions, The amendment adds another such
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optional exelusion.  This new provision permits a State to exclude
from covernge under an agreement all services performed by indiv-
uals as members of any coverage group who are in positions covered
by a retirement system on the date when the group is brought under
the agreement if these individuals are not eligible to become members
of the system on that date (or on any later date when they first occupy
the positions) and if they have not already been included under the
agreement by means of a referendum,  This optional exclusion does
not apply, however, in the event that the coverage group hrought
under the agreement consists of the retirement system covering the
positions of these ineligible employvees; under paragraph (5) (B) of the
new seetion 218 (d) they would have to be brought under the agree-
ment.  This paragraph is the same as paragraph (3) of section 101 (h)
of the House bill.

Paragraph (4) of section 101 (g) of the bill amends section 218 (¢)
(4) of'the Social Security Aet, which provides that servieces in positions
excluded at the option of the State under section 218 (¢) (3) may later
be brought under coverage. The amendment would add a new sentence
providing that individuals in positions covered by a retirement system
but inehgible for membership in the system when their coverage
group is brought under an agreement may be brought under the agree-
ment at any later time——cither without a referendum, if they are still
incligible for membership at the time, or after a favorable referen-
dum, if they have sinee become members of the retirement system.
This paragraph is the same as paragraph (4) of section 101 (h) of the
House bill.

Paragraph (5) of seetion 101 () amends seetion 218 (¢) of the Social
Security Act by adding to it a new paragraph (7). The new paragraph
provides that, in order to bring under an egreement individuals in
positions covered by a retirement system but not eligible for member-
ship in the system, the State must make a choice. Tt must cither agree
that all such ineligible individuals in a single coverage group who later
hecome eligible for membership in the retirement system will continue
to be included under the agreement for old-age and survivors insurance,
or it must agree that all such individuals in the group who later beeome
eligible will cease to be included under the agreement. If, however,
the agreement had been made applicable to the retirement system in
the meantime, all such individuals would have to remain under the
agreement when they beeame eligible for membership in the system.
This paragraph is the same as paragraph (5) of section 101 (h) of the
House bill.

Paragraph (6) of section 101 (g) of the bill (which is the same as
par. (6) of see, 101 (h) of the House bill) amends section 218 (f) of
the Social Security Act, which relates to the effective dates of agree-
ments and modifications thereof, Under the existing languagoe agree-
ments or modifieations executed prior to January 1, 19564, could ba
made effective retroactively to January 1, 1951, thus enabling the
States to negotiate agreements in the early days of the provisions relat-
ing to coveragoe of State and local employees without unduly penalizing
the employees under the eligibility and benefit-computation provisions
of old-age and survivors insurance because of unavoidable dolay in
this process. In the case of agreements or modifications executed
after December 31, 1953, the coverago provided thereby may be made
rotroactive only to the beginning of the calendar year in which the
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agreement or modification is consumnmated. This provision would be
modified by the bill to permit agreements or modifications entered into
during 1955, 1956, and 1957 to be made retroactive to January 1,
1955. This will give the States 3 years within which to enact any
legislation necessary to enable them to enter into agreoments or
modifications of agreements designed to take advantage of the new
provisions of section 218 (d) of the Social Security Act which have
been added by the bill,

An agreement or modification retroactive to a date prior to its
exceution, either under existing law or by reason of the provisions of
seetion 101 (g) of the bill, may not be made applicable with respect to
service in the retroactive period performed by any individual who is
not & member of a coverage group to which the agreement or modi-
fication applies on the date of the execution of the agréement or
modification. Thus, service performed by individuals who die, retire,
or otherwise leave the employ of the State or political subdivision prior
to the date of execution of an agreement or modification would not be
covered for retroactive periods.

Paragraph (7) of section 101 (g) of the bill (the same as par. (7) of
see. 101 (h) of the House bill) amends section 218 (n) of the act
(relating to coverage of employees under the Wisconsin retirement
fund) by changing the reference to “subsection (d)” to “paragraph (1)
of subsection (d).”

Paragraph (8) of section 101 (g) (the same as par. (8) of see. 101 (h)
of the House bill) adds to section 218 of the act a new subscection (1),
which provides that an agreement may, prior to January 1, 1958, be
modified so as to apply to services performed by employees, as members
of any coverage group to which the agbteement already applies, in
positions which were covered by a retirement system on the date the
agreement was made applicable to the coverage group but which, by
reason of action taken prior to the date of enactment of the bill, are
no longer covered by a retivement system on the date when the agree-
ment 18 made applicable to such services, 'The employees referred
to are those who, after their coverage group was included under an
agreement, had their retirement system dissolved or their positions
removed from the coverage of a ret.h'oment,_systcm by reason of action
taken by the State or political subdivision thereof prior to the date
of enactment of the l)ih. A referendum would not be required for
covering these employees.

The amendments to section 218 of the Social Sceurity Act made by
section 101 (g) of the bill would become effective January 1, 1955,
except that made by paragraph (1) (B), which would be effective with
enactment of the bill.  Paragraph (1) (B) would make it impossible
for retiromont system members (except a person in a policeman’s or
fireman’s position) to be covoered without a referendum by dissolving
the retirement system.

CIVILIAN EMPLOYEES OF S8TATE NATIONAL GUARD UNIT8 AND CERTAIN
BTATE INSPECTORS

Paragraph (1) of section 101 (h) of the bill amends paragraph (5)
of section 218 (b) of the Social Security Act (which defines “coverage
group”) by adding a new provisio... This provision would establish
as a separate coverage group civilian employees of State National
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Guard units who are employed pursuant to section 90 of the National.
Defense Act of June 3, 1916 (32 UL S, €., sec. 42), and paid from funds
allotted to such units by the Department of Defense. These em-
ployees would also be deemed to be employees of the State, The
Department of Defense does not regard these employees as Federal
employees and has made provision for the payment of the employer’s
share of the old-age and survivors insurance taxes where the State is
willing to cover the employces under its agreement,  This amendment
would be effective as of January 1, 1951,

Paragraph (2) of section 101 (h) further amends paragraph (5) of
seetion 218 (b) of the Social Security Act by adding a provision which
permits the State to deem certain inspectors of agricultural products
to be State employees and establishes these persons as a separate
coverage group.  ‘The inspectors speciflied in ‘the provision are those
employed pursuant to an agreement entered into pursuant to section
205 of the Agricultural Marketing Act of 1946 (7 U. S. C. 1624) or
section 14 of the Perishable Commodities Aect, 1930 (7 U. S. C.
499n) between a State and the United States Department of Agri-
culture to perform services as inspectors of agricultural products.
It is desirable to facilitate coverage of these employees because they
generally work in several different States during the course of the year.
Some States, however, do not wish to cover State employees generally
and, under present law, cannot cover the inspectors without covering
other State employees,  This amendment would permit a State to
cover inspectors of agricultural products even though other State
employees were not covered.  This amendment wmh(l be effective
January 1, 1955,

Paragraph (3) of section 101 (h) provides that, notwithstanding
section 218 (f) of the Social Security Act, any agreement or modifica-
tion covering the services performed by members of the coverage
group which consists of the civilinn employees of State National
Guard units referred to in the amendment made by paragraph (1)
may have an effective date as carly as December 31, 1950, provided
the modifieation or agreement is agreed to prior to January -1, 1956,

Paragraphs (1) and (3) of section 101 (h) of the bill are the same as
paragraphs (1) and (2) of section 101 (i) of the House-approved bill,
That bill contained no provision comparable to paragraph (2) of
soction 101 (h) of the committec-approved bill,

CERTAIN EMPLOYEES OF THE S8TATE OF UTAH

Section 101 (i) of the bill adds a new subsection (o) to section 218
of the Social Security Act. The new subsection (o) would establish
as separato coverago f;roups, and would permit coverage of, the
employees of cach of the following groups of educational employees
in_the State of Utah: Weber Junior College, Carbon Junior College,
Dixie Junior College, Central Utah Vocational School, Salt Lake
Area Vocational School, Center for the Adult Blind, Union High
School (Roosevelt, Utah), Utah High School Activitics Association,
Stato Industrial School, State Training School, State Board of Edu-
cation, and Utah School Employees Retirement Board,

The employees of each one of the aforementioned institutions,
organizations, or units would constitute a segarate coverage grou
for purposes of section 218, The State could, therefore, as is true wit
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other coverage groups under the existing law, cover any one or more
of these coverage groups under its agreement. However, if Utah
wished to cover any of the employees in & Farticular one of these
groups, then, as is also true under existing law for other coverage
gioups, all of them (other than part-time and similar optionally
excludable clasaes) would have to be covered. ’

This amendment would be effective as of January 1, 1951, Any of
these groups, if a modification of an agreement to cover them is agreed
to prior to January 1, 1955, could be covered retroactively to January
1, 1951, the beginning date of coverage for the majority of the other
cducational employees in the State, -

The employees listed cannoi be brought under the Utah old-age and
survivors mmsurance agreement under present law, even though their
retiroment system was dissolved to make the employees eligible for
old-age and survivors insurance coverage, because they were in posi-
tions covered by a rotirement system on the date the agreement was
made applicable to the coverage group of State employees. They
now have only the protection of a supplemental State retirement sys-
tem established after other educational employces had been brought
under old-age and survivors insurance. The new section 218 (o)
would enable the State to afford these groups of State educational em-
ployees the same combination of old-age and survivors insurance and
a supplemental retirement system as is afforded other educational em-
ployces in the State. The House-approved bill contains no compar-
able provision,

PRESUMED WORK DEDUCTIONS IN CASE OF CERTAIN RETROACTIVE STATE
AGREEMENTS

Section 101 (§) (1) of the bill establishes a presumption that work
deductions have been made from the benefits of certain State and local
employees whose services prior to 1956 were covered rotroactively by
a State under an agreement entered into under section 218 of tho
Social Security Act., Under the law and regulations applicable to
services performed before 1955, any omployees performing services
covered retroactively, who were, at the time of the performance of the
services, entitled to benefits under old-age and survivors insurance do
not suiler deductions undor scetion 203 (b) (1) or (2) of the Social
Security Act, even though the remuneration for such services oxceeds
the amount permitted under such section., In some cases this pre-
vonts an omployce whose sorvices are thus covered retroactively from
qualifying for a recomputation of his benefit amount since under pres-
ent law a recomputation is authorized only if the primary beneficiary
has had deductions from benefits on account of services performed
during 12 months out of a period of 36 months,

This section of the bill establishes a presumption that such deduc-
tions have been made if they would have been imposed under section
203 (b) of the Social Security Act had the agreement been entered
into on its effective date, Such a presumption would be made, how-
over, only for purposes of determining whether any person is entitled
to a recomputation of the primary irisurance amount of the individual
who performed the services covered retroactively by the State agree-
ment. A retired worker to whomn this provision is applicable, or in
tho case of his death, his survivors ontitled to moenthly benefits,
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would be entitled to a recomputation of his primary insurance amount
under the existing section 215 () (2) (A) or section 215 (f) (4) (A),
as the case may be, if the conditions in the applicable section are met
and if, in the ease of a retired worker, the individual files an applica-
tion for recomputation under section 215 (f) (2) (A) after August 1954
and prior to January 1956 or, in the case of survivors of a retired worker
who died prior to January 1956, if any person entitled to survivor’s
monthly benefits files a specific application for a recomputation under
section 215 (f) (4) (A).

Paragraph (2) of section 101 (j) of the bill provides that for purposes
of a recomputation made by reason of paragraph (1) of the section,
the primary insurance amount of the individual who performed the
services referred to in such paragraph would be comptted under
subsection (a) (2) of section 215 of the Social Security Act, as amended
by the bill (but, for such purposes, without application of subsection
() (4) of section 215), and as though he became entitled to old-age
insurance benefits in whichever of the following months yields the
highest primary insurance amount:

(A) the month following the last month for which deductions
are deemed, under paragraph (1) of section 101 (j), to have been
made; or '

(B) the first month after the month determined under sub-
paragraph (A) (and prior to September 1964) in which his benefits
under seetion 202 (a) of the Social Security Act were no longer
subjeet to deduetions under secetion 203 (b) of the act; or

((!) the first. month after the last month (and prior to Septem- .
bher 1954) in which his benefits under section 202 (a) of the Social
Seceurity Acet were subjeet to deducetions under section 203 (b) of
the act; or

(D) the month in which the individual filed his application for
recomputation referred to in parvagraph (1) of section 101 (j) or,
if he died without filing such an application and prior to Januar
I, 1956, the month in which he died, and in any such case (but, 1f
the individual is deceased, only if death occurred after August
19564) the amendments made by subsections (b) (1), (¢) (1), and
(e) (3) (B) of seetion 102 of the Social Security Act would be
applicable,

The recomputation would be effective for and after the month
in which the application referred to in paragraph (1) of section
101 (j) is filed. The provisions of the section would not be
applicable in the ease of any individual if his primary insuranco
amount. has been recomputed under section 215 (f) (2) of tha
Social Sceurity Act prior to Septombor 19564,

Paragraph (3) of section 101 (j) of the bill provides that if any
recomputation is made under-section 215 (f) of the Social SecurityAct
by reason of deductions which are presumed under paragraph (1) of
section 101 (j) of the bill to have been imposed with respect to benefits
based on the wages and self-employment income of any individual, the
total of benefits based on such wages and self-employment income for
the months for which such deductions were presumed to have been
imposed is to be recovered, under paragraph (2) of the subsection,
by making deductions, in addition to any others required by section
203 of the Social Security Act, from any increase in ll)enoﬁts based on
such wages and self-employment income and resulting from such
recomputation,
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Section 101 (§) of the committee-approved bill is substantially the
same as section 101 (§) of the House-approved bill. Your committee
has included additional dates to be used as the presumed date as of
which the individual became entitled to old-age insurance benefits, in
order to provide more equitable resuits in the recomputation of benefit
amounts under this provision. Other minor changes were madé to
clarify the method o} recomputation and the application of the pro-
visions to survivors of workers with respect to whom the deductions
are presumed but who-died before 1956. -
SERVICE BY AMERICAN CITIZENS FOR FOREIGN SUBSIDIARY OF DOMESTIC

CORPORATION

Section 101 (k) of the committee-approved bill, which is the same as
that in the House-approved bill (except for changes in references to
the Internal Revenue Code necessitated by the revisions in that code
made by H. R. 8300) amends the introductory language of section 210
(n) of the Social Sccurity Act to include in t,i)m definition of “omploy-
ment’’ service performed outside of the United States by a citizen
of the United States as an employee of a foreign subsidiary (as defined
in the new section 3121 (1) of the Internal Revenue Code of 1954) of a
domestic corporation (as determined in accordance with the provisions
of sec, 7701 of the Internal Revenue Code of 1954) during any period
for which there is in effect an agreement with respect to such subsid-
inry botween the domestic corporation and the Secretary of tho
Treasury entered into under such section 3121 (1) of the code,

KFFECTIVE DATES

Section 101 (1) provides effective dates for the amendments made by
soction 101 of the bill. The exclusion of coal royalties from “net
carnings from self-employment’” under section 211 (a) of the Social
Seeurity Act (see. 101 (f) of the bill) would bo effective for taxable
vears boginning after 1950, . The extension of coverage to ministers
(see. 101 (e¢) of the bill) would be effective, excopt for purposes of sec-
tion 203 of the Social Security Act, for taxable years ending after 1954,
The provisions relating to tho coverago of agricultural labor and serv-
ico not in the course of the employor's trade or business (sec. 101 (a)
(2), (3), 4), (6), and (8) of the bill) would be effective with respect
o remuneration paid after 19564 (in the case of the amendments to the
defintion of “wages’’) and with respect to service for which the remun-
cration is paid aftor 1954 (in the caso of the amendments to the defini-
tion of “employment’). The provisions relating to coverage of domes-
tic service (sec. 101 (a) (1) of the bill) would be effective with respect to
remuneration paid after 19564, The amendments made by the rest of
soction 101 of the bill (other than subsecs. (g), (h), and (i), relating to
cmployees covered by State or local retirement systems, and subsec.
(k), relating to coverage of service performed for foreign subsidiaries
of domestic corporations by employecs who are United States citizens),
would be effective with respect to sorvices performed after 1954,

In the case of the amendments made by section 101 (¢) (extending
coverage to ministers), & special Xrovision is included for purposes of
section 203 of the Social Security Act in order to avoid work deductions
retroactive before 1956 where an individual is on a fiscal-year basis,

605645-—b4-—"t
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For such purposes, the extension of coverage to ministers will be
effective only for net earnings from self-employment derived after
1954 (in the House bill “self-employment income” was incorreetly
used in this provision).

Aside from the chanee from “self-employment income” to ‘“net
carnings from self-employment,” the differences in this section from
the bill s passed by the House are due to the changes in the coverage
provisions already deseribed above.

Ixerieask 1y BeNEPIT AMOUNTS

Section 102 of the bill amends section 215 of the Social Security
Act (relating to the computation of the primary insurance amount)
to provide increases in benefit amounts, both for individuals already
on the benefit rolls and those who will come on the rolls in the future,

T'hroughout this section of the bill, as well as in succeeding sections,
the amendments have generally been made effective for months after
August, 1954, In the bill as passed by the House the amendments
were generally effective for months after the month following enact-
ment of the hill,

Primary insurance amount

Paragraph (1) of seetion 215 (a) of the act, as amended by the bill,
sets forth n new benetit formula to be used in computation of the
rimary insurance amount ol individuals who (1) have acquired at
cast six quarters of coverage after 1950 and cither do not become
eligible for old-age insurance benefits until after August 1954 or dic
after that month and prior-to becoming cligible for old-age insurance
benelits, or (2) acquire at least six quarters of coverage after June 30,
1953, The new benelit formula would be used if it resulted in a higher
primary insurance amount than would result for such individual if
his benefit amount were computed under the new conversion table
provided in section 215 (¢) as amended by the bill,

The benefit formula provided by the hill would be 55 percent of tho
first $110 of avernge monthly wace plug 20 percent of the next $240
of such wage.  Under present Inw, the formula is 55 percent of tho
first $100 of average monthly wage plus 15 pereent of the next $200.,

Paragraph (2) of section 215 (a) as amended by the bill provides
that any other individual shall have his primary insurance amount
computed through the conversion table in seetion 215 (¢) as amended
by the bill,

Average monthly wage

Section 102 (b) of the bill amends section 216 (b) of the Social
Seeurity Act to provide standard end-of-the-year starting and begin-
ning-of-the-year closing dates, applicable to both wage earners and
self-employed individuals, for computation of the average monthly
wage, and to provide for the exclusion of up to 5 years in which earn-
ings were lowest (or nonexistent) from the average monthly wage
computation,

Paragraph (1) of the subseetion amends paragraphs (1), (2), and
(3) of subsection 215 (b) of the act (relating to computation of the
average monthly wage).

The amended paragraph (1) of secetion 215 (b) eliminates the distine-
tion, in present law, bhetween the “wage closing date” and the “self-
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employment income closing date,” and the provision that the indi-
vidual’s “divisor closing date’” shall be the later of his “wage closing
date” or “self-employment income closing date.” An individual’s
average monthly wage, under the amended paragraph, would be the
quotient obtained by (fividing the total of his wages and self-employ-
ment income after his “starting ddate’” and prior to his “closing date”’
by the number of months clapsing between tflOSO dates. Ifxcluded from
this computation would be the monihs in any year after an individual’s
starting date, but prior to the year in which he attained age 22, in
which he did not have at least 2 quarters of coverage. Under present
law, the months in any quarter prior to the quarter of attainment of
age 22 which is not a quarter of coverage are excluded from the com-
putation. As in present law, the mmimum divisor used for the
computation (including a computation made after the application of
paragraph (4) of section 215 (b) when it is applicable) would be 18.

Paragraph (2) of section 215 (b) as amended by the bill provides
that an individual’s “starting date” shall be December 31, 1950, or,
if Iater, the last day of the year in which the individual attains age 21,
whichever results in the higher primary insurance amount,

Paragraph (3) of section 215 (b) as amended by the bill provides
that an individual’s “closing date’” shall be whichever of the following
results in the higher primary insurance amount: (1) the first day of the
yvear in which he died or became entitled to old-age insurance benefits,
whichever first occurred; or (2) the first day of the year in which he
first beeame eligible for old-age insurance benefits (i. o., was both
fully insured and attained retirement age). In those cases where
adequate evidence of earnings in the year of death or entitloment is
m'ailluble to the Secrctary at the time of benefit computation, an
alternative computation using as tho closing date the first day of the
year following the year of death or entitlement may be made.  Whero
the alternative closing date would incerease the individual’s primary
insurance amount, the higher amount would be paid at that time,

Evidence would be considered to be available when it can be readily
obtained as, for example, where the individual brings such evidence
with him or can obtain it with reasonablo promptness or such evidence
can be readily obtained from the employer. - If the earnings in the vear
of death or entitlement are not used in tho initial computation of the
henefit, provision is made in section 215 (f) (3) of the act as amended
by the bill, whereby the individual (or his survivor in the event of
lus death) ean have the benefits recomputed upon application after
the vear of death or entitlement. In such a recomputation tho clos-
ing date becomes the first day of the year after the year of death or
entitlement so that earnings in such year of death or entitlement may
be used in the benefit computation, They will be used, however,
only if they produce a higher benefit amount. .

In the provisions amended by paragraph (2) of the bill, two tech-
nical changes have beon made,  irst, your committee has made it
clear that the minimum divisor of 18 used in computing the average
monthly wage applics after the dropout of the 5 or fewer years in any
case in which the provisions for a dropout of these years of low earn-
ings are applicable. Second, the House-passed bill provided that the
starting and closing dates used in the computation should be those
vielding the higher “average monthly wage,”  Your committee has
changed this to “primary insurance amount” to avoid the requirement
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of using the closing date which produces a higher average monthly
wage even though the use of an alternative date would produce a
higher primary insurance amount and, therefore, higher benefits.

Paragraph (2) of scction 102 (b) of the bill deletes paragraph (4)
of scetion 215 (b) of present law and replaces it with a new paragraph
which directs the Secretary to determine, and to exclude from the
computation of an individual’s average monthly wage, the four or
fower full calendar years which, if the months thercof elapsing after
the individual’s starting date and prior to his closing date, and the
wages and self-employment income for such years, were excluded
from the computation, would produce the highest primary insurance
amount. In the ease of any individual who has at least 20 quarters
of coverage, the maximum number of years to be dropped would be
5, instead of 4,

A technical change has been made in the amendment made by this
paragraph. As passed by the House of Representatives, this amend-
ment provided that an individual could drop 5 years from the com-
putation of his average monthly wage only if he had at least 20
quarters of coverago prior to the closing date used in the computation
of his benefit amount. The change made by yvour committee will
avoid anomalous results in casos where an individual had more than
20 quarters of coverage but could drop only 4 years becauso fewer
than 20 of those quarters ocenrred bhefore the closing date used in
the computation of his honefit.

Determinations »ade by use of the conversion table

Section 102 (¢) of the bill amends section 215 (¢) of present law to
provide a new conversion table to be used to increase the benefits of
individuals alvready on the rolls and to compute the primary insurance
amount of certain individuals who come on the rolls after the enact-
ment of the bill. Your committee concurs in the provisions adopted
by the House in this section,
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]’éragruph (1) of the amended section sets forth the new conversion
table, as follows:

“r - 1L 11X v
The amount And the average
- - Or the primary referred to in monthly wage
“If the primary Insurance bengfit sas determined |insurance amount pumgm({)hs (1) ‘|- for purposes of
under subsection (d)) is— (as determined (B) and (2) of | computing maxi-
under subseetion | subsection (a) mum benefits
) Is— shall be— shall be—
$25.00 $30.00 $65.00
27.00 32,00 68,00
20,00 34.00 62,00
31.00 36,00 65,00
33.00 38,00 60,00
35.00 40,00 73.00
36.70 41.70 76.00
38.20 43,20 70.00
30. 60 44,60 81,00
40.70 45.70 83,00
42.00 47,00 85.00
43, 50 48, 50 88,00
45.30 50. 30 01,00
47,50 52, 60 95,00
50,10 65,10 100,00
52,40 57,40 104,00
54,40 59, 40 108,00
56,30 61, 30 114.00
+ 58,00 63.00 123.00
69.40 64.40 130,
60. 80 61,30 139,00
62.00 67, 80 147,00
63, 30 69, 50 H.43
64,40 71,10 163,
68, 50 72,50 170, 00
66. 60 73.90 177.00
67.% 75. 50 185, 00
68, 77.10 193, 00
70,00 78, 50 200,00
71.00 78. 90 207,00
72,00 81,10 213.00
73,10 82,70 221,00
74.10 83,90 221,00
76.10 85,30 234,00
76.10 86,70 241,00
77. 10 88, 50 260, 00
17,10 88, 80 250, 00
71,20 88, 50 250, 00
77.30 88, 50 250, 00
77,40 88, 50 250, 00
77. 50 88. 50 250,00
78.00. 89,10 253, 00
79,00 80, 50 260, 00
80.10 91,80 267,00
81,00 93,10 273,00
82.00 04, 50 280, 00
83.10 05, 80 287,00
84.00 97. 10 203.00
£5.00 08, 50 300, 00

Column I of the table contains amounts of primary insurance
henefits computed on the basis of average earnings from January 1,
1037, and under the benefit formula provided in the Social Security
Act bofore the 1960 amendments, Column II contains primary in-
surance amounts computed under the present act, either through the
convorsion table in the act, or through the benefit formula provided
therein in cases where average earnings after 1950 are used in the
computation, Column III sets forth the new grimary insurance
amounts to which the amounts on corresponding lines in columns I
and II are to be increased. Column 1V sets forth the average monthl
wago to be used in setting the maximum amount of benefits payable
to the family.
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The table is designed (o provide an increase of af least $5 in primary
insurance amounts,  The amounts in column 1IT of the table for
which there is incolumn T a corresponding primary insurance benefit
were computed by applying the new benefit formula in the bill to the
amounts of average monthly wage in column IIT of the conversion
table in present law, and further incroasing any of the resultant pri-
mary insurance amounts so that they were at least $5 more than the
primary insurance amounts in the present conversion table correspond-
g to such average monthly wage,  The table is so constructed that
at average monthly wage levels of $130 or more, benefit amounts
for individuals having the same average monthly wage will be identical,
regardless of whether the benefit is computed through the conversion
table or the new formula.  Where the individual’s average monthly
wage, even after a dropout of low years, is less than $130, the con-
version table may give a more favorable result. The amounts in
column II for which there are corresponding amounts of primary
insurance benefits in column I are derived by applying Lo such pri-
mary insurance benefits the conversion table in present law, The
amounts in colwmn IT for which there are no corresponding primary
insurance benefits (i, e., amounts above $77.10) are derived from
actual average monthly wages on the basis of carnings after 1950
under the formula in section 215 (a) (2) of present law,

The amounts in column 1V are amounts of average monthly wage
which would yield the primary insurance amount on the corresponding
line in column 111 by applying the revised benefit formula in section
215 (a) (1) (A) of the act as amended by the bill.  Such amounts in
column 1V will determine the maximum amount of the benefits
payable on the basis of an individual’s wages and self-employment
icome under section 203 (a) of the act, as amended by the bill,

Paragraph (2) sets forth the methods to be used for computation of
the new primary insurance amount for amounts that fall between the
amounts on any two consecutive lines of column T or 1T of the table,
Subparagraph (A) of the parageaph provides that when the primary
insurance benefit falls hetween the amounts on any twe consecutive
lines in column I of the table, the new primary insurance amount is
to be determined by applying the new benefit formula to the average
monthly waee which would be determined for the individual under
the applieable provisions of present law relating to the determination
of benefits under the conversion table where the old primary insurance
benefit falls between the amounts on two conseculive lines of the
existing table, ‘The primary insurance amount thus obtained, if not
already o multiple of 10 cents, would be rounded upward to the next
higher multiple of 10 cents and would then be increased, if necessary,
to the extent that it is less than $5 greater than the primary insurance
amount that would be derived from the individual’s primary insur-
ance benefit under the provisions of present law,

Subparagraph (B) of the paragraph provides that when an indi-
vidual’s primary insurance amount (computed under the benefit for-
mula in present law) falls between any two consecutive lines in column
IT of the table, the now primary insurance amount shall be computed
as in subparagraph (A) in those cases where the primary insurance
amount, under present, law ean be derived from a primary insurance
benofit in accordance with the applicable provisions in present law,
Where it cannot be so derived, or w‘\ere the primary insurance amount
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derived under present law is more than $77.10, thoe new primary
insurance amount would be derived by applying the new benefit
formula in the bill to the average monthly wage from which the
present primary insurance amount was determined. The resultant
amount would be rounded to the next higher nultiple of 10 cents if
it is not already a multiple of 10 cents and would then bo increased
to the extent, if any, that it-is less than $5 greater than the primary
insurance amount computed under present law, :

Subparagraph (C) of paragraph (2) provides that in cases where
the individual’s primary insurance amount can be computed under
the provisions of both subparagraph (A) and subparagraph (B), the
subparagraph that yiclds the larger primary insurance amount shall
be used. : - I

Section 215 (¢) (3) of the Social Security Act is repeated in the bill,
Tt is designed to facilitate the mechanical processing of the increases
provided by the bill by providing for an assumed primary insurance
benefit 1 or 2 cents more or less than the actual primary insurance
benefit from which a benefit under section 202 has been computed.

Section 215 (¢) (4) of the Social Security Act as amended by the
bill provides that, for purposes of section 203 (a) (setting the maximum
monthly amount of benefits payable on a single wage record), the
average monthly wage of an individual whose primary insurance
amount is determined under paragraph (2) of the amended subsection
(providing a method for computing the new primary insurance amount
for persons whose primary insurance benefits or present-law primary
insurance amounts fall between the amounts on any two consecutive
lines in column T or IT of the conversion table) shall be a sum equal to
the average monthly wage which would result in such new primary
insurance amount if the new benefit formula provided in the amended
seetion 215 (a) (1) (A) were applied to such average monthly wage.
[However, if such average monthly wage is not alrcady a multiple of
$1, in licu of being rounded to the next lower multiple of $1 as it is
under existing law, it would be rounded to the nearest multiple of $1
(or to the next higher multiple of $1 if it was a multiple of $0.50),

Primary tnsurance benefit and primary insurance amount for purposes
of conversion table,

Section 102 (d) of the bill amends section 215 (d) of present law to
add provisions for computation of a primmary insurance amount for
purposes of the conversion table to the present provisions for computa-
tion of a primary insurancs benefit for such purposes. .

“Paragraph (1) changes the heading of section 215 (d) to réad
“Primary Insurance Benofit and Primary Insurance Amount for
Purposes of Conversion T'able,”

Paragraph (2) changes the introductory sentence of subsection (d) -
of section 215 to provide that primary insurance amounts required
by the conversion table procedures would be computed under the
provisions of the subsection, . :

Paragraph (3) amends paragraph (4) of section 215 (d) of the Social
Sccurity Act to provide that a primary insurance benefit would not
be computed in the case of any individual wlio attained age 22 after
1950 and with respect to whom not less than 6 of the quarters elapsing
after 1950 are quarters of coverage, Such an individual is not
cligible for a primary insurance benefit computation under present
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law. 1fe could still have a primary insurance amount, based on earn-
ings after 1950, computed for purposes of the conversion table,

Paragraph (4) of section 102 (d) of the bill adds a new paragraph (6)
to section 215 (d) of the Social Security Act, to provide that an indi-
vidual’s primary insurance amount for purposes of the conversion
table shall be compited under the provisions of present law, except
that the provisions of the bill relating to the new standard starting
and closing dates for computation of average monthly wage, to in-
-crease in earnings counted after 1954, and to elimination of periods
of disability from the computation, would be applicable. The pro-
visions for dropping up to 5 lowest years, however, would not be
applicable to computations made under this paragraph, although
they would be applicable to computations of primary insurance
benefits for purposes of the conversion table,

Frxclusion of self-employment income in taxable year ending in or after
first month of entitlement )

Section 102 (e) (1) of the bill amends section 215 (e) of the act
(relating to wages and self-employment income not to be counted in
the computation of the average monthly wage) by adding a new
paragraph (3) to provide that if an individual’s closing date is the
first day of the year in which he became ontitled to old-age insurance
benefits, and he has self-employment income in a taxable year which
begins prior to such closing date and ends aiter the last day of the
month preceding the month in which he becomes entitled to old-age
insurance benefits, his self-employment income in such taxable year
may not be counted, except as provided in section 215 (f) (3) (C) of
the act as amended by the bill (relating to a special recomputation
for such individuals after the close of the taxable year).

Recomputation of benefits

Paragraph (2) of scction 102 (e) amends section 215 (f) (2) of the
act (relating to recomputation of henefits to take account of earnings
after entitlement). Under section 215 (f) (2) sA) of present law, one
of the requirements for an individual to qualify for such a recom-
putation is that his benefits must have been suspended, on account
of earnings in excess of the amount permitted by the retirement test,
in 12 months out of a 36-month period. Because of the liberalizations
in the retirement test made by the bill, henelit suspensions would no
longer serve as a suitable test for determining eligibility for a recom-
putation to take into account additional carnings after entitlement.

Subparagraph (A) of the amonded section 216 (f) (2) would provide
that an old-age insurance boeneficiary could have his benefit recom-
puted upon an application for a recomputation of his benefits filed
after 1054 if (1) he had at least 6 quarters of coverage after 1950 and
before the quarter in which he filed application; (2) he had covered
earnings of more than $1,200 in a calendar year occurring after 1963
(not taking into account any calendar year prior to the calendar year
in which the last. previous computation of his primary insurance
amount was effective) and after dm year in which he became entitled
to old-age insurdance benefits or filed an effective application for a
recomputation under section 102 (o) (56) (B) or 102 (f) (2) (B) of the bill
(relating, respectively, to the work recomputation under present law
to take into account earnings after entitlement and to the dropout



SOCIAL SECURITY AMENDMENTS OF 1954 - B7

recomputation, i, e., dropping of up to 5 years of lowest earnings or
no earnings, whichever of these 3 events is the latest; and (3) he filed
the application for recomputation under the subparagraph no earlier
than 6 months after the end of the calendar year referred to in clause
(2) above. The increased benefits resulting from an effective recomn-
putation would be payable retroactively for up to 12 months prior to
-the month in which the application was filed, but in no case for any
month prior to the month following the calendar year referred to in
clause (2), above.

This provision differs from that in the House bill in that the amount
of annual earnings required before an individual can qualify for a
work recomputation is increased from “not less than $1,000"” to “‘more
than $1,200”, in conformity with the change made by your committee
in the retirement test, deseribed- below. Your committee has also
changed the provision as passed by the House to make it clear that an
individual is.eligible for only one work recomputation on the bhasis of
carnings in a single year,

Subparagraph (B) provides that a recomputation under subpara-
egraph (A) shall be made as though the individual first became en-
titled to old-age insurance benefits in the month in which he filed the
appiication for such recomputation (i. e., with the use of all applicable
closing and starting dates and benefit formulas), but only if the pro-
visions of subsection (b) (4) (relating to the dropout of years of lowest
or no earnings) were not applicable to the last previous computation
of his primary insurance amount. If the dropout provisions were
applicable to such last previous computation, the recomputation under
subparagraph (A) would be made only under the new benefit formula
provided in the new section 215 (a) (1) (A) of the act as amended by
the bill, with the average monthly wage based on a closing date of tho
first day of the year in which the application was filed, .

Under the provision as passed by the House, the first work recom-
putation to which an individual became entitled after the effective
date would have permitted the use of all applicable starting and
cloging dates and benefit formulas, even though the “dropout’”
provisions had been applicable to his last previous benefit computa-
tion, A complete reopening of the benefit computation provisions
in such cases imposes an unnecessary administrative burden, since
no real purpose is served by applying all applicable starting and
cloging dates and benefit formu{us after the ‘“dropout’” provisions
have already been applied,  In such cases, if the individual's earn-
ings will inerease his benefit amount, such inerease can be effectu-
ated through the use of the benefit formula in the new section 215
(a) (1) (A). : '

Paragraph (3) (A) of section 102 (¢) of the bill amends section 215
(1) (3) of the act (relating to recomputation of henefits) to provide
that an individual’s primary insurance amount shall be recomputed to
take into account earnings in the year (1) in which he became entitled
to old-age-insurance benefits if he became entit'ed to such benefits
after August 1954, or (2) had a recomputation of his benefit under
section 102 (e) (5) or 102 (f) (2) (B) of the bill (relating, respectively,
to certain work recomputations and the dropout recomputation, or
(3) whose primary insurance amount was recomputed under the
provisions of the first sentonce.of paragraph (2) (B) of the new
seetion 215 (f) (relating to work recomputations for individuals who
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have carnings of more than $1,200 in a year), but only if application
for such recomputation was filed after the year in which he be-
came entitled to old-age-insurance bhenefits, or in which he filed an
effective application for the last recomputation of the type referred
to above., The closing date for the recomputation provided by the
new paragraph (3) (A) of section 215 (f) of the act would be the first
day of the year following the year in which he became entitled-to
old-nge-insurance benefits or filed his application for the last previous
recomputation referred to above, whichever is the later. Any increase
in benefit amount resulting from the recomputation would be payable
retroactively to the first month for which the last previous computa-
tion of his henefit amount was effective, but in no case for more than
24 months prior to the month in which the application for this
recomputation is filed. .

The new paragraph (3) (B) of section 215 (f) of the act provides for
a recomdutation for survivors in the case of an individual who dies
after August 1954, who, at the time of his death, was not. entitled to
an old-age insurance benefit, or who became entitled to an old-age
insurance benefit after August 1954, or whose primary insurance
amount was recomputed under the provisions for work or “dropout’’
recomputation, and whose last previous benefit computation or re--
computation was made on the basis of a closing date of the first day
of the year of death, entitlement, first eligibility, or application for
the recomputation, whichever is applicable. His primary insurance
amount would be recomputed on the filing of an application by a
survivor entitled to monthly benefits or a lump-sum death payment
on the basis of his wage record.  The closing date for the recomputa-
tion would be the first day of the year following the year in which the
individual died, or, if he was entitled to old-age insurance henefits, -
the year in which he filed his application for the last previous compu-
tation or recomputation of his primary insurance amount, or died,
whichever first occurred.  Any increase in monthly survivors’ benefits
resulting from the recomputation would be payable retroactively to
the month in which the survivor first beecame entitled to such benefits
but in no event for more than 24 months prior to the month the
application for recomputation was filed.

The recomputation for survivors in the bill as passed by the House
was limited to those cases where the individual himself would have
been eligible to file an application for the recomputation in the month
in which he died. This would have barred a recomputation in those
cases where the individual died in the year in which he became
entitled to old-age insurance benefits or filed an application for a
recomputation. T'o avoid this anomaly, the provision was changed
to mako it clear that in such cases the survivors would be entitled to
a recomputation,

Paragraph (3) (B) of section 102 (e) of the bill further amends section
2156 (f) (35 to provide (in a new subparagraph (C)) that if an in-
dividual’s closing date is the first day of_the year in which he became
entitled to old-age insurance benefits, and he has self-employment in-
come in a taxable year which begins prior to such closing date and ends
after tho last day of the month preceding the month in which he
became entitled to old-age insurance benefits, a recomputation of the
individual’s primary insurance amount shall be made, after the close of
the taxable year, to include in the calculation so much of the self-
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employment income for such taxable year as is allocated to calendar
quarters prior to the closing date. No application would be required
for a recomputation under this subparagraph. The recomputed
amount would be effective for and after the first month in which the
individual hecame entitled to old-age insurance benefits,
Paragraph (4) of section 103 (e) of the bill amends paragraph (4)
of section 215 (f) of the act (rel&tin(g1 to the recomputation of the pri-
mary insurance amount of a deceased individual) to provide for recom-
putation of the primary insurance amount on the death after 1954 of
an old-age insurance beneficiary, if any person is entitled to monthly
survivors benefits or to a lump-sum death payment on the basis of
his wages and self-employment income., The recomputation would
be made only if the decedent (1) would have been entitled to a recom-
putation under subparagraph (A) of the se.;tion 215 (f) (2), as amended
by this bill (relating to & work recomputation for individuals who have
earnings of more than $1,200 in a year), had he filed an application
therefor in the month in which he died (without regard to the provision
in such subparagraph (A) which requires that the application be filed
after the sixth month following the year in which the carnings of
$1,200 were derived), or (2) he was paid compensation for services
covered under the Railroad Retirement Act which is treated as re-
muneration for employment under the Social Security Act. If the
recomputation is permitted by clause (1), above, the recomputation
would be made as though the individual had filed an application for a
work recomputation under section 215 (f) (2) (A) in the month in
which he died, and would include, in addition, any railroad compensa-
tion paid prior to the applicable closing date used in the computation,
If recomputation is permitted by clause (2), above, the closing date for
the recomputation would be the same as that used in the last previous
computation of his primary insurance amount, and would include, in
addition, only railroad compensation paid prior to such closing date.
If the recomputation is permitted by both clauses (1) and (2), the
method giving the higher primary insurance amount would be used.
Paragraph (5) SA) of subsection (e) of section 102 of the bill provides
that where an individual would have been entitled, on the filing of an
application beforo September 1954, to a recomputation of his primary
insurance amount on account of deductions from benefits or attain-
ment of age 756 and acquisition of 6 quarters of coverage after 1950
under subparagraph (A) or (B) of scction 215 (f) (2) of present law
(except for the provision that such recomputation must result in a
higher primary insurance amount to he effective), his primary insur-
ance amount shall be recomputed on application by him or by a sur-
vivor filing application for monthly benefits or a lump-sum death
payment on his record, Insuch recomputation the primary insurance
amount would be determined only under the provisions of the bill
relating to the conversion table through the use of the benefit formula
in section 215 (a) <1f) of the present law which provides for a computa-
tion on the basis of earnings after 1950. The recomputation would
take into account only such earnings as would be counted, for pur-
poses of computing the average monthly wage, as though the month
of filing application for the recomputation (or, if the individual died
without filing such application, the month of death) were the month
in which he became entitled to old-age insurance benefits. The
recomputation would be effective, in the case of old-age insurance
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henefits, for and after the month in which the application for recompu-
tation is filed, and in the case of monthly survivors’ benefits, for and
after the month in which the survivor became entitled to monthly
benefits.

Paragraph (6) (B) of this subsecction provides that an individual
who is entitled on the basis of an application filed after August 1954
to o work or age 75 recomputation under subparagraph (A) or (B) of
section 215 (f) (2) of present law, or who dies after August 1954
leaving any survivors entitled to a survivor’s recomputation under
secetion 215 (f) (4) of present law, and who either acquired his sixth
quarter of coverage after 1950 and prior to September 1954, or first
qualified for the recomputation after August 1954 (i. ., had the 12th
deduction under section 203 (b) (1) or (2) of the present law or at-
tained age 75 after that month), his primary insurance amount shall
be recomputed on application by him, or in the event of his death
after the effective date if a survivor is entitled to a recomputation
under section 215 (f) (4) of present law., The computation of the
primary insurance amount in such cases would be made under all the
applicable provisions of section 215 of the law as amended by this
bill, except that the closing date would be determined as though he
had become entitled to benefits in the ‘'monthi in which he filed his
application for recomputation or in the month of death, . In the case
of monthly benefits, the recomputation would be effective for and
after the month in which the application was filed, or, if the individual
died, for and after the month in which the person filing the applica-
tion for survivor’s bhenefits beeame entitled to such benefits,

Subparagraph (C) of paragraph (5) of section 102 (e) of the bill
provides that an individual, or in case of his death, his survivors
entitled to & Jump-sum death payment or to monthly benefits on the
basis of his wage record, shall he entitled to a work (or age 75) recom-
putation of his primary insurance amount under section 215 (f) (2)
or seetion 215 (11) (4) of present law, only if (1) ho had not less than
6 quarters of coverage after 1950 and prior to January 1, 1955, and
(2) either the 12th qualifying deduction occurred prior to January 1,
1955, or he attained the age of 75 prior to 19565, and (3) he meets the
other conditions for entitlement to such a recomputation, The sub-
paragraph also provides that if the individual’s primary insurance
amount has been recomputed proviously under ecithor subparagraph
(A) or (BR of section 102 (¢) (5) of the bill, it shall not be recomputed
again under either of these subparagraphs,

Subparagraphs (A), (1), and (C) olj section 102 (e) (6) of the bill
differ slightly from the House-passed bill,  They have been changed
to mako it clear that if the old-age beneficiary dies without filing the
application which would have entitled him to a recomputation there-
under, any of his survivors entitled to monthly benefits or a lump-sum
payment on his recovd may file an application and secure the recom- -
putation,

Special July 1, 1966 closing date

Paragraph (6) of scetion 102 (¢) of the bill provides special starting
and closing dates in the case of an individual who dies or becomes
entitled to old-nge insurance henefits in 1956, provided suchtindividual -
had not less than 6 quarters of coverage after 1954 and prior to the
quarter following the quarter in which he died or became entitled
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to old-age insurance henefits, whichever first occurred. In such cases,
the individual’s starting date would bhe December 31, 1954, and his
closing date would be July 1, 1956. The primary insurance amount
in these cases would be computed only through the new benefit formula
established by the bill. The special starting and closing dates would
be used only if they would result in a higher primary insurance amount,

The determination of an individual’s closing date in accordance
with the above provision would be considered as a determination of
his closing date under section 215 (b) (3) (A) of the act as amended
by this bﬁl (relating to the closing date of the 1st day of the year of
death or entitlement to old-age insurance benefits), and the recompu-
tation provided in section 215 (f) (3) (C) (relating to self-employment
income in a taxable year which begins prior to an individual’s.closin
dute and ends after the last day of the month preceding the month
in which he became entitled to benefits), would be made using the
closing date of July 1, 1956, if it would result in a higher primary
insurance amount.

In any computation based on the July 1, 1956 closing date, the
total of wages and self-employment income after December 31, 1955,
which may be used in such computation would be reduced to $2,100,
if it is in excess of that amount.

The provisions of this paragraph differ from those in the bill as
passed by the House, which would permit the use of the July 1, 1956,
closing date in all cases of death or entitlement in 1956, so long as the
individual had at least 6 quarters of coverage after 19564 and through
the quarter of death or entitlement, regardless of which starting date
or benefit formula was used. Your committee belioves that this
provision was intended to take care of those individuals newly covered
in 1955, who would otherwise be disadvantaged by the use of the
minimum divisor of 18 in tho computation of their average monthly
wage. T'o open this special provision, as does the House bill, to all
types of benefit computations, would unnecessarily complicate the
administration of the program.

Maximum family benefits

Paragraph (7) of section 103 (o) of the bill amends section 203 (a)
of the Social Security Act to provide new maximum limitations on the
total monthly amount of benefits payable on the basis of the wages
and self-employment income of an insured individual. Whenever
such total of monthly benefits is more than $50 and exceeds the larger
of 80 percent of the insured individual’s average monthly wage or
1% times his primary insurance amount, such total of benefits would,
after any deductions made under section 203 of the act, be reduced to
the larger of 80 percent of the insured individual’s average monthly
wage or 1% times his primary insurance amount, but in no case to less
than $50. If any of the individuals entitled to such benefits would
(but for the provisions of section 202 (k) (2& (A) of the act limitin
the benefit payments of a child to the benefit payable on the recor
viclding the largest primary insurance amount) be entitled to benefits
on the%sasis of the wages and sclf-employmeént income of more than
-one insured individual, the benefits could not be reduced to less than
80 percent of the sum of the average monthly wages of all such insured
individuals. If, after reduction as provided above, the total famil
benefits payable exceeded $200 a month the total for the mont
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would be reduced to that amount. Whenever a reduction in family
benefits is made under this subsection, each benefit, except the old-age
insurance benefit, would be proportionately decreased.

Lag recomputation preserved for certain cases

Paragraph (8) of scction 102 (e) of the bill provides that in the
case of an individual who became entitled (without the application
of the retroactive provisions of section 202 (j) (1) of the Social Security
Act) to old-age insurance benefits, or died, prior to the day following
the month after the month of enactment, the provisions of section
215 (f) (3) of the existing law (regarding recomputation of benefits
on application filed 6 months after the month of entitlement or death)
would be applicable as though the bill had not been enacted.

Iffective date

Section 102 (f) of the bill sets forth the effective date of the pro-
visions of section 102 (a), (b), (¢), (d), and (e) of the bill,

Subsection (f) (1) provides that the amendments made by sections
102 (a), (¢), (d), and (e) (7) of the bill shall apply, notwithstanding the
restrictions on recomputation of benefits in section 215 (f) (1) of the
act, in the case of lump-sum death payments with respect to deaths
after, and in the case of monthly benefits for months after, the effec-
tive date of the bill!(the last dayJofgthe"month}following the month
in which the bill is enacted).

Under the provisions of subsection (f) (2) (A), the amendment
made by subsection (b) (2) (providing for a dropout of up to 5 years
of lowest, earnings in computing benefits) becomes applicable in the
case of monthly benefits for months after August 1954 and the lump-
sum death payment in the case of death after August 1954 based on
the carnings of an individual only in the following cases:

(1) He first becomes eligible for old-age insurance benefits (i. e,
attains age 65 and is fully insured) after ﬁugust 1954 or

(2) He dies after the effective date without becoming eligible for
old-age insurance benefits; or

(3) He is or has been entitled to have a recomputation of his pri-
mm\{' insurance amount under section 215 (f) (2) of the act as amended
by the bill (relating to work recomputations to take account of earn-
ings after entitlement to old-age insurance benefits) or under subsec-
tion (e) (6) (B) of section 102 of the bill (relating to work recomputa-
tions of bencfits under the present provisions o% law in certain cases
whero u{)plicat.ion for the recomputation is filed aftor August 1954; or

(4) Ho acquires 6 quarters of coverage after June 19563 ; or

(5) Ho files an application for a disability determination which is
accepted as an np]){icat,ion under the provisions of section 216 (i) of
the act as amended by the bill; or

(6) He dies aftor August 1954 and his survivors are ontitled (or
would be entitled except for the requiroment that the recomputation
result in a higher primary insurance amount) to a recomputation of
his primary insurance amount under section 215 (f) (4) (A) of the
act as amended by the bill, _

" Subsection (f) (2) (B) provides that the primary insurance amount
of an individual who was entitled to old-age insurance benefits or
who was 65 or over and fully insured in August 1954 and who has 6
quarters of coverage after June 1953 shall be recomputed upon his
application, or if he dies without applying, upon the application of any
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person cntitled on his record to monthly survivors benefits, This
recomputation is to be made under section 215 of the act, but without
regard to the recomputation provisions in subsection (f) thereof (other
than paragraph 3 (C), relating to special recomputations for certain
individuals who become entitled to old-age insurance benefits prior to
the close of their taxable years), extept tﬁat in computing his average
monthly wage his closing dates shall be the same as if he became
untitledy to old-age insurance benefits in the month in which he filed
his application ti.or such recomputation or in which he died. This
recomputation is made effective for and after the 12th month before
the month in which the application was filed, but ir ne case before
the 1st month of the quarter in which the individual acquired his 6th
quarter of coverage after June 30, 1953, or if he has died, beginning
with the 1st month for which the survivor who filed the application
was entitled to monthly survivors benefits. It would not be effective
unless it increased the primary insurance amount or if there had been
a previous recomputation under the subparagraph,

Under this subparagraph as passed by the House, the recomputa-
tion, in the case of old-age insurance benefits, was made effective
with the month in which the application was filed. The change made
by your committee avoids a situation in which individuals on the
rolls in September 1954 would have to be notified that they must file
applications for the recomputation in October -or face the loss of
increased benefits for 1 or more months.

Subsection (f) (3) provides that the amendments made by sub-
sections (b) (1), (e) (1), and (e) (3) (B) of section 102 of the bill
(relating to computation of the average mapnthly wage) shall be appli-
cable only in the case of monthly benefits based on the wages and
self-employment income of an individual who does not become
entitled to old-age insurance benefits until after August 1954, or
who dies after the effective date without becoming entitled to such
benefits, or who files an application after August 1954 and is entitled
to certain work recomputationg or a dropout recomputation,

Subsection (f) (4) provides that the amendments made by section
102 (o) (2) of the bill (relating to work recomputations) shall be
applicable only in the case of applications for such recomputations filed
after 19564. 1t also provides that the amendment made by section
102 (e) (4) (relating to survivors recomputations) shall be applicable
only in the case of deaths after 1954,

ubsection (f) (6) provides that the amendments made by section
102 (e) (3) (A) of the bill (relating to recomputation of benefits to
take account of earnings in the year of entitlement) shall be applicable
only in the case of applications for recomputation filed, or deaths
ocecurring, after August 1954, ,

Subsection (f) (8) provides that no increase in benefits by reason of
the amendments to the Social Security Act made by section 102 of
the bill, other than a recomputation under subsection (e), or by reason
of the dropout recomputation provided in subparagrapfl (B) of sub-
section (f) (2) of the bill shall be regarded as a recomputation for
purposes of section 215 (f) of the act.

Section 102 (g) of the bill amends section 2 (¢) (2) (B) of the Social
Security Act amendments of 1952 (designed to facilitate the computa-
tion of benefit increases under that act for dependents and survivors
on the benefit rolls), to provide that that section shall become inap-
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plicable for months after Auizust, 1954, 'This section of the 1952 law
would be made unnecessary by the amendments in this bill,

Saving provisions

Section 102 (h) of the bill contains saving provisions to prevent
the reduction of henefits in certain cases,

Subsecetion (h) (1) provides that where an old-age insurance bene-
ficiary and one or more dependents are receiving benefits for August
1954 on the basis of his wages and self-employment income and the
total family benefits would otherwise be reduced by reason of the
maximum limitation on total family benefits in section 203 (a) of
the Socinl Security Act, as amended by the bill; the family shall
be guaranteed the largest of the following total amounts: (¢) The
maximum amount permitted by such section 203 (a); or (b) the maxi-
mum amount permitted under present law plus the increase pro-
vided by the bill for the old-age insurance beneficiary; or (e¢) the
amount heing paid to the family under the saving provisions of
the Social Security Act amendments of 1952 plus the increase pro-
vided by the bill for the old-age insurance beneficiary. Thus, even
though the increase made in the retired worker’s old-age insurance
bunetﬁt resulted in a total family benefit in excess of the maximum
allowable under the law, the benefits paid to his dependents would
not be reduced for months subsequent to August 1954,

Subsection (h) (2) provides that where two or more individuals are
receiving survivors benefits for August 1954 on the basis of a deceased
individual’s wages and self-employment income, and the total of their
benefits would otherwise be reduced, under the provisions of section
203 (a) of the Social Security Act, as amended by the bill, to either
80 percent of the deceased individual’'s average monthly wage or
1% times the individual’s primary insurance amount, the average
monthly wage shall be the larger of his average monthly wage as
determined under the bill, or the average monthly wage as determined
under present law, plus $7. The provisions of this subsection will
permit the total of survivors benefits, in eases of reduction as deseribed
above, to be raised by about $5.

Mainimum survivor's or dependent’s benefit
Section 102 (i) of the bill amends section 202 of the Social Security
Act to add a new subsection (m).  The new subsection would provide
that in any case in which the benefit of any individual for any month
under section 202 (other than subsection (n)) is, prior to reduction
under section 202 (k) (3), less than $30, and no other individual is
entitled (without the application of section 202 (j) (1), making appli-
‘cations retroactive for up to 12 months) to a benefit under section 202
for such month, such benefit for such month shall, prior to reduction
under section 202 (k) (3), be increased to $30. .
Your committee has climinated a provision in this subscction, as,
rassed by the House, which would have limited the amount of the
ump-sum death payment in any case to a maximum of $255.



SOCIAL SECURITY AMENDMENTS OF 1954 65

AMENDMENTS RELATING TOo DEpUCTIONS FROM BENEFITS

Deductions on account of work by beneficiary !

Section 103 (a) of the bill amends section 203 (b) of the Social
Security Act (relating to deductions from benefits) to put into effect
an annual retirement test for beneficiaries whether they have wage or
self-employment earnings, or both, and to add a provision for making
deductions on account of noncovered remunerative activity outside
the United States, and to provide that deductions because of these
provisions shall be made from an individual’s bencfits only for months
in which he is under the age of 72, rather than age 75 as in present law.

Paragraph (1) of section 103 (a) strikes out paragraphs (1).and (2)
of section 203 (b) (relating to deductions from benefits on account of
wages and net earnings from self-employment, respectively) and re-
places them with a new para ra,;l)h (1) to provide for deductions for
any month in which an individual isjunder age 72 and is charged with

-

any earnings under the provisions of subsection (e) of section 203 as
revised by the bill, ’

Paragraph (2) of section 103 (a) of the bill inserts a new paragraph
(2) in section 203 (b) of the law to provide that deductions from
benefits shall be made for any month in which an individual is under
age 72 and on 7 or more calendar days of which he engaged in non-
covered remunerative activity outside the United States (defined in a
new section 203 (k) of the act).

This section of the bill differs from that passed by the House in that
the deductions because of work apply only to months during which
tho beneficiary is under age 72; rather than age 76.

Deductions from dependents’ benefits on account of work by primary
beneficiary
Section 103 (b) of the bill amends section 203 (c? of the act (relating
to deductions from dependents’ benefits because of work by an old-age
insurance beneficiary) by striking out paragraphs (1) and (2) and
replacing them with paragraphs that provide that deductions shall
be made from the benefits of & wife, husband, or child for any month
in which the old-age beneficiary on whose record of earnings the wife’s,
husband’s, or child’s benefit was Fayable: ' 4
(1) was under the age of 72, and for which month he was
charged with any earnings for work deduction purposes under the
provisions of section 203 §e) as amended by the bill; or |
(2) 'was under the age of 72 and on 7 or more different calendar
days of which he engaged in noncovered remunerative activity
outside the United States.
Your committes has also changed this section from the House bill
so that the deductions apply to months in which the working bene-
ficiary is under age 72, rather than age 75.

Charging of earnings treated as event occurring in month \

Section 103 (c) of the bill amends section 203 (d) of the Social
Security Act to provide that the charging of earnings (rather than
net earnings from self-employment only, as in present law) shall be

11t should be noted for purposes of this analysis of the amendments made by section 103 of the bill that
the deductions from an individual's benefits because of an event occurring in any month (including the

charging of earnings,to such month) are, both under the existing law and the amendments, equal to his
benefits for such month,

50545—04-—0
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treated as an event occurring in the month to which such earnings are
charged.

Months to which earnings are charged

Section 103 (d) of the bill amends section 203 (e) of the law to
provide a method for charging earnings to particular months of the
year for purposes of determining the deductions required under the
p‘rovbislilons of sections 203 (b) and 203 (c¢) of the act as amended by
the bill,

Paragraph (1) of section 103 (d) of the bill changes the heading of
section 203 (e) of the law to read “Months to Which Earnings Are
Charged.”

Paragraph (2) of such section 103 (d) amends paragraphs (1) and
(2) of section 203 (e) of the law to provide that:

(1) If an individual’s earnings for a taxable year of 12 months are
not more than $1,200, or if his earnings for a taxable year of less than
12 months are not more than the product of $100 times the number
of months in such year, no month in the year shall be charged with
any earnings,

(2) If an individual’s earnings for a taxable year exceed the amounts
stated in the preceding paragraph, the first $80 of excess earnings
would be charged to the last month of the taxable year and the
balance, if any, of such excess would be charged at the rate of $80
{)er month to each preceding month of the taxable year until the entire
»alance has heen applied. However, no part of the excess earnings
would be charged to any month 1? for which the individual whose
earnings are involved was not entitled to & benefit; (2) in which his
benefit was suspended because of noncovered remunerative activity
outside the United States; (3) in which the beneficiary, if a wife or
widow under retirement age or a former wife divorced, had her bene-
fit suspended because of failure to have a child beneficiary in her care;
(4) in which the individual was age 72 or over; or (5) in which the
individual did not engage in self-employment and did not render
services for wages (without regard to the $4,200 limitation in section
209 (a)) of more than $80,
~ Your committee’s provision differs from the House bill' by. raisin
the exempt amount of the test from $1,000 for a full calendar year o
12 months to $1,200, with an equivalent increase for taxable years of
less than 12 months, This section is also amended to reflect the dele-
tion of section 103 (i) of the House bill, which provided for the deduc-
tion, under certain circumstances, from the benefits of dependents and
survivors who reside abroad, and the change of the age above which
earnings are not charged (because deductions are not imposed) from
75 to 72, A

Section 103 (d) (3) amends paragraph (3) (Bg«of section 203 (e) of
the law to provide, in addition to the present authority given the Secre-
tary to presume that an individual has engaged in self-employment
in & month, authority to presume (for purposes of charging earnings
to calendar months) that an individual rendered services for wages of
more than $80 in any month, In the case of self-employment such
grcsumption will apply. until it is shown to the satisfaction of the
Secretary that the individual rendered no substantial services in such
month with respect to any trade or business the net income or loss
from w/hich is includible in computing his net earnings or net loss for
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the taxable year as provided in paragraph (4) of section 203 (e), as
amended. The presumption with respect to the rendering of services
in o month for wages (without regard to the $4,200 limitation in section
209 (a)) of more than $80 will apply until it is shown to the satisfaction
of the Secretary that such individupl did not render such services in
such month for more than such amount.

The amended paragraph continues the authority of the Secretary
to prescribe by regulations the methods and criteria for determinin
whether or not an individual has rendered substantial services wit
respect to any trade or business,

Paragraph (4) of section 103 (d) adds new paragraphs (4) and (5)
to section 203 (e) of the act.

Subparagraph (A) of the new paragraph (4) defines an individual’s
earnings for a taxable year as the sum of his wages for services ren-
dered 1n such year and his net earnings from self-employment for such
year, minus an{‘ net loss from self-employment for such year.

Subparagraph (B) of the new paragraph (4) provides that in deter-
mining the amount of an individual’s net loss fifom self-employment,
for purposes of charging carnings {o months under section 203 (e),
the provisions of section 211 (which define net earnings for coverage
purposes) shall apply; and net loss from self-employment is defined
as any excess of deductions over income resulting from a computation
under the provisions of section 211.

Subparagraph (C) of the new paragraph (4) provides that an indi-

vidual’s wages, for purposes of charging earnings to months under
section 203 (e), shall be computed without regard to the $4,200 limita-
t‘ilons on the amount of remuncration impesed in section 209 (a) of
the act, '
. The new paragraph (5) provides that, for purposes of charging
deductions, wages (determined as provided in sec. 203 (e) (4) (C) of
the act as amended) which, according to reports received by the
Socretary, are paid to an individual during a taxable year shall be
presumed to have been paid for services performed in that year,
unless it is shown to the satisfaction of the Secretary that they were
puid for services performed in another taxable year., The paragraph
ulso provides that if such reports show the individual’s wages for a
calendar year, his taxable year will be presumed to be a calendar year
until the contrary is shown to the satisfaction of the Secretary,

Your committee has changed these provisions of the House bill so
that the ecarnings defined for purposes of charging deductions are those
arising from covered employment and self-employment only. Under
the Hbouse‘bill eamin%a derived from noncovered employment within
the United States and net earnings from self-employment from cer-
(nin noncovered trades and businesses would have been included for
purposes of deductions. ‘ |

Penalty for failure to report certain events o -
Section 103 (e)- of the bill amends section 203 .(f). of the Social
Security Act to provide that any individual who is receiving benefits
(whether for himself or on behalf of another:individual) subject.to,
deduction because of the occurrence of an event other than earnings in
excess of the permitted amount, who fails to report such event to the
Secretary prior to the receipt and acceptance of a benefit for the second
month following the month in which the event ocourred, shall suffer



68 SOCIAL SECURITY AMENDMENTS OF 1954

a penalty of an additional deduction of 1 month’s bhenefit for each
month for which deductions are required because of the occurrence
of the deduction event, and in an amount equal to the deduction
imposed because of the occurrence of the event. For the first failure
to report, however, only 1 penalty deduction is to be imposed, even
though the failure to report is with respect. to more than 1 month.

This provision is the same as that in the House bill except for a
minor amendment to reflect the deletion of section 103 (i) of that bill
(which provided for deductions, under certain circumstances, from the
benefits of dependents and survivors who reside abroad).

Report of earnings to Secretary

Section 103 (f) (1) of the bill changes the heading of section 203 (g)
of the act to read: “Report of Earnings to Secretary’’.

Section 103 (f) (2) of the bill &men(gfs section 203 (g) (1) of the act
to provide that if an individual entitled to any monthly benefit in a
taxable year has carnings (or wages) in the taxable year in excess of
the product of $100 times the number of months in such year, he (or
the individual who is in receipt of benefits on his behalf) must make a
report to the Secretary of his earnings (or wages) for such taxable
year. As under the present provision for reports of net earnings from
self-employment, the report must be filed on or before the 15th day
of the 3d month following the close of the taxable year, and must
contain such information and be made in such manner as the Secretary
may by regulation require. Except for the change in the exempt
amount of earnings for a taxable year this provision is the sane as in
tho House bill,

Section 103 (f) (3) further amends section 203 (g) (1) to provide
that the report required under the section need not be made for any
taxable year boginning with or after the month in which the individual
attained tho ago of 72, rather than the age of 75 as in the House bill
and present law,

Seetion 103 (f) [(4) ‘amends section 2037)(g)(2) to provide a schedule
of penalty deductions for failure to make}required reports within the
time prescribed by paragraph (1) of section 203 (g) if any deduction
is imposed because of earnings in such year. For the first failure to
file a timely report for a taxable yoar with respéct to which a deduc-
tion is imposed, the penalty would be an additional deduction equal
to the individual’s benefit (or benefits) for the last month (for which
he was ontitled to a bonefit) of the ycar for which the report was
roquired, Tor the sccond such failure, the penalty would be an
additional deduction equal to twice the benefit (or benefits) for the
last month of such year, and for the third and subsequent failures,
to three times such {eneﬁt,s. Tn no case would the number of addi-
tional deductions with respect to a failure to report earnings for a
taxable year exceed the number of months in that year for which the
individual received and accepted monthly benefits and for which
deductions are imposed by reason of his earnings, The amended
paragraph also provides that in determining whether a failure to
report earnings is the first or subsequent failure for any individual,
the Secretary shall disregard all taxable years ending prior to the
imposition of the first penalty deduction imposed under the amended
paralgraph, except the latest such year. Thus, even though the failure
to file timely returns had persisted over a period of years, only one
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additional deduction would be imposed, and that for the latest such
ear.

y Section 103 (f) (6) of the bill amends paragraph (3) of scetion 203 (F)
of the act (dealing with reporting of net earnings from self-
employment) to make the provisions of such paragraph (3) applicable
to earnings from both employment and self-employment (as defined
in sec. 203 (e) (4) of the act as amended), rather than to net earnings
from self-employment only, and to relate the paragraph to the pro-
visions under which deductions are made because of earnings. A
new sentenco is added at the end of such paragraph (3) to provide
that if, after the close of a taxable year, an individual fails to comply
with a request of the Secretary for a report of his earnings for the
taxable year or for any other information with respect to such earnings,
the failure to comply would in itself constitute justification for a
determination that the individual’s benefits are subject to deduction
because of earnings for each month in such taxable year, or for such
months thereof as the Secretary may specify.

Section 103 (f) (6) amends section 203 (jgt toprovide that an indi-
vidual shall, for purposes of this section, be considered as 72 years of
ago during the entire month in which he attains that age. The head-
ing of this section is also changed . to reflect this change of age.

Your committee added this provision as part of its amendments
reducing the age, above which the retirement test does not operate,
from 75 to 72. '

Noncovered remunerative activity outside the United States

P* Scction 103 (g) of the bill adds a new subsection (k) to section 203
of the Social Security Act. The new subsection provides that an
individual shall be considered to be engaged in noncovered remunera-
tive activity outside the United States if he performs services as an
employee outside the United States that are not covered employment
as defined in section 210 of the Social Security Act, or if he carries on
n trade or business outside the United States, the net income or loss
of which cannot be included in computing his net earnings from self-
employment for a taxable year, and would not be excluded from net
carnings from self-employment, if carried on in the United States, by
any of the numbered paragraphs of section 211 (a), The term
“United States,” when used with respect to a trade or business, would
exclude Puerto Rico and the Virgin Islands in the case of an alien who
is not a resident of the United States (including Puerto Rico and the
Virgin Islands).

For purposes of this section, the term ‘“trade or business’” would
have the same meaning as in section 162 of the 1964 Internal Revenue
Code. Here, as in other provisions of the Social Security Act amended
by the bill, the references to the code have been changed to the 1954

ode already agreed to by the House and Senate conferees.

Good cause for failure to make reports required - :
Section 103 (h) of the bill adds a new subsection (1) to section 203
to provide that the failure of an individual to make any report within
the time required by subsection (f) or (g) of section 203 as amended
by the bill would not be regarded as a failure to file if it is shown to
the satisfaction of the Secretary that the individual had good cause
for failing to make the report. The Secretary would have authority
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to determine by regulation what constitutes ““good cause’” in such
situations,

Section 103 (i) provides effective dates for the various amendments
made by the bill in section 203 of the Social Security Act.

Paragraph (1) of section 103 (i) provides that the amendments made
with respect to deductions from an individual’s benefits because of
his own earnings shall be applicable in the case of monthly benefits
for months in any taxable year (of the entitled individual) beginning
after December 1954, With respect to dependents from whose bene-
fits deductions are made because of earnings by the insured individual,
the amended provisions would be applicable 1n the case of months in
any taxable year (of such insured individual) beginning after December
1954. With respect to failure to file timely reports of the events
causing deductions other than the charging of earnings, the new
provisions would be applicable in the case of monthly benefits for
months after December 1954, The remaining amendments made by
section 103 of the bill (other than subsec. (h), which would become
effective on enactment of the bill) would be applicable, with respect
to old-age insurance benefits, in the case of monthly benefits for
months in any taxable year (of the individual) beginning after Decem-
ber 1954, and with respect to secondary benefits, in the case of monthly
benefits for months in any taxable year (of the insured individual on
whose earnings those benefits are based) beginning after December
1964, . - :

Paragraph (2) of section 103 (i; provides that, after enactment of
the bill, no additional (penalty) deductions would be imposed under
the provisions of present law for failure to file a report of an event which
would give rise to deductions because of work under present law, and
no deductions for such reasons imposed prior to enactment would be
collected after enactinent, Taxable years beginning prior to January
1965 would be disregarded in determining whether a failure to file a
lti}]xlmly report occurred under section 203 (g) (2) as amended by the
ill,

Paragraph (3) of section 103 (i) provides that for those months after
1954 for which subsections (b) (1), (b) (2), (¢), (e), and (j) of the
present section 203 of the Social Security Act are still in effect, they
shall be amended by substituting age 72" for age ‘75",

Your committee has added paragraph (3) to the corresponding sec-
tion of the House bill and has amended paragraph (1) to remove the
reference to the deleted section 103 (i) of the House bill,

INornAsE IN EArNING3S COUNTED"

Section 104 of the bill amends the Social Security Act so as to
increase from $3,600 to $4,200 a year the maximum amount of earn-
ings that may be counted in the computation of benefits under the
old-ago and survivors insurance program,

Section 104 (a) of the bill amends section 209 (a) of the act (relatin,
to the dofinition of ‘““wages’’) to provide that, for years after 1960 an
prior to 19565, the term “wages’” would exclude any remuneration in
oxcess of $3,600 paid to an individual with respect to employment in
any calendar year, and for years after 1954 would exclude any re-
muneration in excess of $4,200 paid to an individual with respect to
employment during a calendar year.
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Section 104 (b) of the bill uruands section 211 (b) (13 of the act
(relating to the definition of ‘‘scif-employment income’”) to exclude
from self-employment income, for taxable years ending after 1954
any amount in excess of $4,200 minus the amount of the wages pai
to an individual during the taxable year. ’

Section 104 (¢) amends clauses (it) and (iii) of section 213 (a) (2) (B)
of the act (relating to the definition of ‘“quarter of covora%e”g to
provide that for calendar years after 1954, an individual shall be
credited with a quarter of coverage for each quarter of the year if his
wages for that year equal $4,200., He would also be credited with a
quarter of coverage for each quarter of a taxable year ending after
1954 in which the sum of his wages and self-employment income
cqual $4,200. The crediting of quarters of coverage under those
amended provisions would remain subject to the limitations in the
law, such as that providing that no quarter occurring after the quarter
in which an individual dies shall be a quarter of coverage, and the
prohibition against counting a quarter as a quarter of coverage prior
to the beginning of such quarter, :

Section 104 (d) amends section 215 (e) (1) of the act to provide
that earnings up to $4,200, in any calendar year after 1954, shall be
used in the computation of an individual’s average monthly wage.

RyrroACTIVE APPLICATIONS FOR BENEFITS

Section 105 (a) ot the hill amends section 202 (j) (1) of the Social
Security Act to increase from 6 to 12 the number of months for which
benefits may be paid retroactively to individuals who fail to file their
applications as soon as they are oth~rwise dligible.

Section 1056 (b) of the bill })rovides that the liberalized provisions
with regard to retroactivity of benefit payments are to become effec-
tive only in the case of applications for monthly benefits filed ‘after
August 1964, However, no individual would be entitled to a retro-
nctive benefit payment by reason of the amendment, for any month
prior to February 1954.

PRESERVATION oF INsURANCE RiagaTs or INpivipuaLs WiTH
. ExrenpBp ToTAL DIsABILITY

Under existing law entitlement to benefits depends upon insured
status, and the amount of benefits depends, in general, upon average
monthly wage, If an individual becomes disabled he may lose his
insured status, If he does not lose his insured status, his average
monthly wage will in nearly all cases be reduced, ,

Section 108 of the bill would protect certain individuals from havin
their insured status and their average monthly wage adversely affecte
while they are under an extended total disability. ,
Quarter of coverage - . | K

Section 106 (a) amends section 213 (a) (2) of the Social Security
Act, which defines ‘“quarter of coverage,” - |

Paragraph (1) of this subsection amends subparagraph (A) of
section 213 ga) (2) of the Socjal Security Act by redefining ‘‘quarter
of coverage,” in the case of quarters occurring before 1951, to exclude
any quarter any part of which was included in a ugeriod of disability,
other than the initial quarter of such period. In addition, any quarter
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any part of which was inclnded in a period of disability (other than
the first quarter of sych period) could not be counted as a quarter of
coverage in & calendar year in which wages of $3,000 or more wero
paid. Existing law, as applied to calendar years before 1951, provides
that each quarter of such year following the first quarter of coverage
shall be deemed a quarter of coverage, except any quarter in such

ear in which the individual died or became entitled to a prima
insurance bencfit and any quarter following such quarter in whic
he died or became entitled.

Paragraph (2) amends subparagraph (B) (i) of section 213 (a) (2)
of the Social Security Act by redefining “quarter of coverage,” for
quarters occurring after 1950, to exclude any quarter any part of which
was included in a period of disability, other than the first and last
quarters of such period. Since an individual’s period of disability
will not necessarily consist of full calendar quarters, a substantial
amount of wages may have been paid to him in the early part of the
calendar quarter in which his period of disability began or in the
latter part of the calendar quarter in which his period of disability
ended. This provision, whi}e generally preventing the crediting of
quarters of coverage for calendar quarters in a period of disability,
recognizes that the first and last calendar quarters in such a period
might help the individual, e, g., in meeting &10 insured status require-
ments,

Insured status

Section 106 (b) of the bill excludes from the clapsed period under
gection 214 (a) (2) (A) of the act (relating to fully insured status)
and from the elapsed period under section 214 (b) of the act (relatin
to currently insured status) any quarter any part of which was includeg
in a period of disability, unless such quarter was a quarter of coverage.

Average monthly wage

Section 106 (¢) amends section 215 (b) (1) of the act (defining
average monthly wage) and section 215 (¢) of the act (relating to
certain wages and self-employment income not to be counted in
computing the avernge monthly wuge) to exclude from the divisor
(the clapsed months) any month in any quarter any part of which
was included in a period of disability unless such quarter was a quarter
of coverage, and to exclude from the dividend (total of wages and
self-employment income): (1) The wages paid in any quarter any
part of which was included in a period of disability unless such quarter
was & quarter of coverage, and (2) any self-employment income for
any taxable year all of which was included in a period of disability.

n order to extend this protection to individuals whose benefits are
computed in the future through the conversion table under section
215 (c) of the law ,and to those individuals who are now on the rolls
and whose benefits were computed through the conversion table,
section 106 (¢) also amends section 215 (d) of the act so as to exclude,
wherever necessary, in the computation of the primary insurance
benefit of such individuals, any quarter prior to 1961 which was
included in a period of disability unless it was a quarter of coverage,
and to exclude from such computation any wages paid in any quarter
so excluded. )
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Definition of disability and period of disability

Section 106 (d) of the bill amends section 216 of the act (relating to
certain definitions) by adding new subsection (i) defining the terms
“disability’’ and ‘“‘period of disability.” -

Paragraph (1) of the new subsection (i) defines ‘‘disability’” as
inubility to engage in any substantial gainful activity by reason of
any medically determinable physical or mental impairment which can
ll)c expected to result in death or to be of long-continued and indefinite
duration.

“Blindness’ also constitutes “disability.”” ‘Blindness” is defined
as central visual acuity of 5/200 or less in the better eye with a correct-
ing lens; an eye in which the visual field is reduced to 5° or less con-
centric contraction is considered as having a central visual acuity
of 5/200 or less. A medical finding of blindness, as defined, would
alone be sufficient proof that an individual is under a ‘“‘disability.”
Individuals with a visual handicap which does not meet this definition
may, nevertheless, meet the general definition of disability if they are
found unable to engage in any substantial gainful activity by reason
of visual impairment which can be expected to be permanent.

The paragraph also requires an individual filing an application for
a disability determination to submit such proof of the existence of
his disability as may be required.

Paragraph il) of the new section 216 (i) of the act also provides that
nothing in title II shall be construed as authorizing the Secretary of
Health, Education, and Welfare or any other officer or employee of
the United States to interfere in any way with the practice of medicine
or with relationships between practitioners of medicine and their
patients, or to exercise any supervision or control over the administra-
tion or operation of any hospital.

Paragraph (2) of the new subsection (i) of the act defines a “period
of disa]%ilit,y” as being & continuous period of not less than six full
calendar months during which an individual is under a disability.
To qualify for a period of disability an individual must, while he is
under a “disability,” file an application for a disability determinationm
and meet the requirements as to quarters of coverage contained in
paragras = (3). rile there will be cases in which regulations will
permit .o application to be filed on behalf of the disabled individual
by someone else, because his impairment is of such a nature that he
is unable to file it himself, the application cannot be filed on his behalf
after his death. The paragraph further provides that a period of
((lisnbiligy cannot begin after the individual attains retirement age

age 65). ‘

A period of disability would start on the day the disability actually
began, or on the first day of the l-year period which ends with the
day before the day on which the individual files his application,
whichever occurs later, provided the individual satisfies the quarters
of coverage requirements of paragraph (3) on such day. However,
if the individual does not satisfy the quarters of coverage requirements
of paragraph (3) on such day, his period of disability would begin on
the first day of the first quarter thereafter in which he satisfies such
requirements. A period of disability would end at the close of the
month in which either the disability ceased or the individual attained
retirement age. An application for a disability determination would
remain effective for 3 months after its filing; if the individual has
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not, in that time met the remaining conditions of eligibility, a new
application would be required. The earliest date on which an
application can be filed is January 1, 1955,

>aragraph (3) of subsection (i) provides that in ordei for a period
of disability to begin with respect to any quarter, the individua{ must,
have not less than six quarters of coverage (as defined in sce. 213 (a)
(2)) during tho 13-quarter period which ends with such quarter; and
20 quarters of coverage during the 40-quarter period which ends with
such quarter, not counting as part of the 13-quarter period or the
40-quarter period any quarter any part of which was included in a
prior period of disability unless such quarter was a quarter of coverage,
Retroactivity

Paragraph (4) of section 216 (i) provides that, for applications
filed after December 1954 and before July 1957, with respect to'a
disability which began before July 1956 and continued without in-
terruption until the application was filed, an individual’s period of
disability shall Gezin on the day the disability began but only if he
met on such day the requirements as to quarters of coverage sot
forth in paragraph (3). If he did not meet such requirements on such
day, then such period shall begin on the first day of the first quarter
thercafter in which he met such requirements, The provisions of this
paragraph apply, however, only if the individual does not die prior to
July 1, 19565,

Under this paragraph, a period of disability could begin as early
a8 the fourth guarter of 1941, the carliest day the individual could
have acquired 20 quarters of coverage (as required by paragraph (3)).
Wage credits for military service

Subsecction (e) of section 106 of the bill amends section 217 of
tho act (relating to wage credits provided for service in the Armed
Forces) to provide that such wage credits may be used for purposes of
determining an individual’s eligif)ility for a poriod of disability whother
or ot they can be used for purposes of detormining entitloment to
and the amount of old-age and survivors insurance benefits, There
is o prohibition against the use of military servico wage credits for
benefit purposes in cases in which the wagoe credits are used as a basis
for another Federal nonveterans benefit,

Because of the deletion by your committee of the section in the
ITouse-passed bill dealing with deductions from benefits of certain
dependents and survivors residing outside the United States, a
purcly drafting change was neccessary, and has been made, in the
amendment made by paragraph (3) of section 106 (e) of the hill.

Use of railroad compensation for disability purposes

Subsection (f) of section 106 amends section 5 (k) of the Railroad
Retirement Act of 1937, as amended (relating to the crediting of
railroad industry service under the Social Security Aot in certain
cases) so that railroad compensation can also be used for purposes of
determining an individual’s eligibility for a period of disability.

. Saving provision, disability determinations, and referral for rehabilita-
lon services ,
Section 106 (g) of the bill amends title IT of the Social Security Act
by the addition of three new sections after section 219,
The new section 220 contains a saving provision which makes the
disability provisions inapplicable if their application would result
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in the denial of monthly benefits or a lump-sum death payment other-
wise payable, or would result in a reduction of any such benefit or
payment. Under this section the provisions relating to periods of
disability would not apply in the case of any monthlfr enefit or
lump-sum death payment if such benefit or payment would be greater
without the application of the provisions. Thus, for example, section
220 permits a blind individual who, subsequent to establishing a
period of disability, receives wages or derives self-employment income
to include the amount thercof in his benefit computation (with the
months and quarters in the period heing counted as elapsed months
and quarters), if this would produce a higher benefit than if he was
credited with a period of disability. He could not, however, include
some periods of disability and not others. The choice is on an all
or none basis.

The new section 221 sets forth the conditions under which disability
determinations shall be made for individuals qualified under the
amendments made by this bill,

Subsection (a) provides that determinations of whether or not an
individual is under a disability and of the day such disability began
and determinations of the day such disability ceases shall, except as
provided in subsection (g), be made by State agencies pursuant’ to
agreements with the Scerctary of Health, Education, and Welfare.
These determinations would be considered as doterminations of the
Secretary, except as provided in subsections (¢) and (d).

Subsection (b) of the new section 221 provides that the Secrotary
shall enter into agreements with States for the making of disability
determinations by the vocational rehabilitation agencies or any other
appropriate State agencies of such States. An agreement may cover
all persons in the State or only certain classes of individuals in the
State, as may be designated in the agreement at the State’s request.

Subsection (¢) gives the Seeretary the authority to review, on his
own motion, any determination made by a State agency that a disa-
bility oxists, and authorizes the Secrctary, as a result of such review,
to make a finding that no disability exists or that the disability began
later than determined by the State agency, or that the disability ceased
earlier than determined by the State agency.

Subsection (d) of the new section 221 gives any individual, dis-
satisfied with a determination by a State or the Secrctary, the right
to a hearing by the Secretary and to judicial review of the final
decision of the Secrotary after such hearing, to the same extent as
provided in section 205 (b) and section 205 %g) of present law. ,

Subsection (e) authorizes the Secretary to certify for payment from
the trust fund the cost to the State of carrying out the terms of an
agreement under this section., These payments may be made in ad-
vance or by way of reimbursement, and prior to audit or settlement
by the General Accounting Office.

Subsection (f) requires that all monefr paid to a State under- this
scction be used solely for the purposes for which it is paid and that
any money not used for such purposes shall be returned for deposit
in the trust fund. L o .

Subsection (g) of the new section 221 authorizes the Secretary to
make disability determinations for individuals in any State which
has no agreement under subsection (b), for any classes of persons not
included in an agreement with the State, and for persons.outside the
United States. s ' '
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The new section 222 of the Social Security Act declares it to be
the policy of the Congress that disabled individuals applying for
determinations of disability be promptly referred to State vocational
rchabilitation agencies for necessary rehabilitation services, so that
the maximum number of disabled persons may be restored to pro-
ductive activity.

Iffective date b

Section 106 (h) provides that the foregoing disability provisions
will take effect with respect to monthly benefits payable for months
after June 1955, and with respect to fump-sum death payments in
tho case of deaths after June 1955, Increases resulting from recalcu-
lation' of benefits to exclude periods of disability will be excepted from
the limitations placed on benefit recomputations by section 215 (f)
of the law.

Aside from a few technical changes noted under subsection (g),
above, the provisions of section 106 are identical with those passed !Bv
the House.

Durrrion or KarnNiNes Durine UNvnawrun RESIDENCE IN rHE
UNnrrep Srares; TerMiNaTioON or BrNerirs oN Duporrarion

In the bill as passed by the House, section 107 provided for deleting
from an individual’s record all wages and self-employment income
derived during any period he was unlawfully in the United States.
Section 108 of the House-passed bill provided for termination of
benefits based on the wages and self-employment income of individuals
deported for unlawful entry, conviction of a crime, or subversivo
activity., These two sections have been deleted by your committee.

INSURED StATUS

Section 107 of the hill as reported amends the definition of- fully
insured individual (sec. 214 (a) of the Social Security Act) by redesig-
nating paragraph (3) as paragraph (4) and inserting a new paragraph
(3) to provide an alternative basis for meeting the fully insured status
test, applicable to individuals who are living on January 1, 1955.
Any such individual with respect to whom all the quarters ei&psing
after 1954 and prior to the later of (1) July 1, 1956, or (2) the quarter
in which he attained retivement age or died, whichever first occurred,
are quarters of coverage, would be fully insured, The amendment
would permit individuals newly covered on January 1, 1955, who are
steadily employed and have at least six quarters of coverage after
1954 to become fully insured at death or attainment of age 65 oven
though they canhot meet the requirement in present law that an
individual must have quarters of coverage equal to at least half the
number of quarters elapsing after 1950 and prior to the quarter of
death or attainmeht of age 65. The provision will be operative only
with respect to deaths or attainment of age 65 prior to October 1,
1958, since any individual who has a quarter of coverage for each
quarter elapsing after 1954 and prior to the quarter of death or attain-
ment of age 65, if such quarter occurs after September 1958, would
meet the requirements of present law., '

In view of the change made by your committee in the provisions
for coverage of agricultural workers, we have deleted from this section
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of the bill as passed by the House a provision for crediting quarters of
coverage for such workers on the basis of reports of their annual
earnings.

BeNErirs IN Cerrain Cases oF Diards Burors SepreMBER 1050

Section 108 (a) of the bill provides that any individual who died prior
to September 1, 1950, and was not [ully insured under the provisions
of the Social Security Act in effect at that time, and who had not less
than six quarters of coverage, shall be deemed to be fully insured at
the time of death (except for purposes of determining the entitlement
of a former wife divorced to mother’s insurance benefits), Thus,
dependent widowers would not qualify for benefits under this amond-
ment since dependent widower’s benefits are payable only in the
case of deaths occurring after August 1950.

The primary insurance amount of such an individual would be
computed only through the conversion table in the bill, using the
benefit formula in the act prior to September 1950 and the conversion
(able contained in this bill. If the individual had been currently
insured at the time of his death, and any other person had been
entitled to a monthly benefit or lump-sum death payment on the
hasis of his wages, the primary insurance benefit for the purposes of
this section would be computed under the act as in effect prior to
September 1950 (i. e., the primary insurance benefit originally com-
puted for him would be used—tius provision woe inserted by your
committee). In all other cases, the benefii would he computed under
the provisions of section 215 (d) (4) of present law, except that the
}n(lilyidlu&l’s closing date would be the first day of the quarter in which
1e died.

The requirement that proof of support by a deceased individual
must be filed within 2 years of the date of his death would he waived,
in cases to which the amendments made by scetion 108 are applicable,
if such proof is filed before September 1956.

Subsection (b) of sccetion 108 of the bill provides that the provisions
of subsection (a) shall be applicable only in the case of monthly
bonefits under section 202 of the act for months after August 1954,
on the basis of applications filed aftor that month.

FKraMiNAtioN orF ReqQuinsMieNT OoF FiLING APPLICATION IN
Cerrain Casrs

Section 109 of the bill amends several subsections of section 202.of
the Social Security Act to oliminate the reguiroment of filing an appli-
cation in the caso of certain types of benefits in specified situations,

Subsection (a) of the section amends subsection (e) (1) (C) of
seetion 202 of the act to provide that applications for widow’s insurance
honefits would not be required if the widow was entitled to a wife’s
insurance benefit for the month preceding the wage earners’ death
(this is existing law) or a mother’s insurance benefit in the month
prior to the month in which she attained retirement age,

Subsection (b) amends subsection (g) (1) (D) of section 202 to pro-
vide that applications for mother’s insurance benefits would not be
required if tgne widow was entitled to a wife’s insurance benefit for the
month preceding the month in which the insured individual died.
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:* Subsection (c) amends subsection (i) of section 202 to providethat

an application for a lump-sum death payment would not be required

from an individual who was entitled to wife’s or husband’s insurance

benefits for the month preceding the month in which the insured

individual died. )
TrEcHNICAL AMENDMENTS

Subsection (a) of section 110%of the bill amends section 204 (2) of
the Social Security,Act;(dealing with adjustment of overpayments and
underpayments) to insert the words “seif—employment, incomo’’ in one
line of the subsection, thereby correcting an omission in the wording
of the subsection,

Subsection (b) of scction 110 amends section 208 of the Social
Seeurity Act to make it clear that the penalty provisions of that
section extend to cases of false statements or representations as to
the amount of net carnings from self-employment derived or the
period during which derived.

Rrruan oF RequirkmeNT oF CERTAIN DEDUCTIONS

Seetion 113 (a) of the bill repeals section 203 (1) of the act, which
requires deductions from monthly benefits of the amount of a lump sum
paid under section 204 of the 1935 Social Security Act; such deduc-
tions would be discontinued effective with beuefits for any month
after August 19564,

Seetion 111 (b) of the hill amends section 907 of the Social Security
Act Amendrents of 1939, effective with benefits for any month after
August 1954, to discontinue deductions from monthly benefits for
unpaid taxes on wages for services performed in 1939 after the attain-
ment of age (5.

Proor or Surronrr By Hussanp or Wipower IN CerTaIN CABSES

Section 112 (a) of the bill provides that, for the purpose of determin-
ing the entitlement of the hushand of an insured woman to husband’s
insurance benefits under section 202 (¢) of the Social Sccurity Act,
he shall be deemed to meot the dependency requirements of paragraph
(1) (D) of the section if (1) he was receiving at least onejl)ulf of his
support (as determined in accordance with regulations prescribed by
the Seeretary) from his wife on the first day of the first month in which
she was bol])n entitled to old-age insurance benefits and such benefits
were not subject to deductions under paragraph (1) or (2) of section
203 (b) of such act (as in eflect eithor before or after the enactment of
the bill) by reason of earnings in oxcess of the amount permitted by
the retirement test in such section; (2) he filed proof of such support
within 2 years after the first month, mentfioned in item (1), above;
and (3) his wife was (without the application of the retroactive pro-
visions of section 202 (j) (1) of such act) entitled to a primary insurance
benefit under such act for August 1950,

Subsection (b) of section 112 provides that, for the purposoe of de-
termining the entitlement of the widower of an insured woman to
widower’s insurance benefits under section 202 (f) of the Social Se-
curity Act, he shall be deem edto meet the dependency requirements of
paragraph (1) (E) (ii) of such section if (1) he was receiving at least
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one-half of his support from his wife, and she was a currently insured
individual, on the first day of the first month in which she was both
entitled to old-age insurance benefits and such benefits were not sub-
ject to deductions under paragraph (1) or (2) of section 203 (b) of
such act (as in effect either before or after the enactment of the bill)
by reason of earnings in excess of thie amount permitted by the retire-
ment test; (2) he has filed proof of such support within 2 years after
the first month mentioned in item (1), above, and (3) his wife was
entitled (without the application of the retroactive provisions of
section 202 (j) (1) of such act) to a primary insurance benefit for
August 1950. )

Subsection (¢) of section 112 provides that, for purposes of deter-
mining the entitlement of a widower under subsection (b) (1) of the
section, and for purposes of determining the entitlement of a husband
under section 202 (c) (1) of the Social Security Act in cases to which
subsection (a) of section 114 of the bill is applicable, the wife of an
individual shall be deemed to be a currently insured individual if she
had not less than 6 quarters of coverage during the 13-quarter period
ending with the calendar quarter in which occurs the first month in
which she was both entitled to an old-age insurance benefit and such
benefit was not subject to deductions under paragraph (1) or (2) of
section 203 (b) of the Social Security Act (as in effect before or after
tho enactment of the bill) because of earnings in excess of the amount
permitted by the retirement test.

Subsection (d) of the section provides that the section shall apply
only with respect to husband’s insurance benefits under section 202 (c)
of the Social Security Act, and widower's.insurance benefits under
section 202 (f) of such Act, for months after August 1954, and only
with respect to benefits based on applications filed after such month.

DeriNiTION

Section 113 of the bill defines ‘‘Secretary,” as used in the provisions
of the Social Security Act amended by the bill, to mean the Secretary
of Health, Education, and Welfare.

Coverep EMpLoyMiNT Nor CouNtep UNpBR OrHER FEDERAL
RETIREMENT SYSTEMS

Section 114 of the bill provides that service for the Federal Govern-
ment which is covered by old-age and survivors insurance shall not
bo credited toward benefits (other than a benoefit under title IT of the
Social Security Act or a benefit under the Railroad Retirement Act
of 1937, as amended) under any retirement system established by the
United States or any instrumentality thercof. This provision would
ho applicable to any service performed after 1964 by an individual as
n}n ofﬁfer or employee of the United States or any instrumentality
thereof, ‘ o

This provision applies only to Federal service which constitutes
employment as defined in section 210 (a) of the Social Security Act,
Thus 1t would not prevent the crediting of military service under an-
other retirement system even though, under section 217 of that act,
$160 is credited for old-age and survivors insurance purposes for each
month of such service. | '
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TITLE II-—AMENDMENTS TO INTERNAL REVENUE CODE OF 1954
AND INTERNAL REVENUE CODE OF 1939

(GENERAL STATEMENT

Title 1T of the House bill contains amendments to the Internal
Revenue Code of 1939, Under your committee’s bill, title 11, with one
exception, consists of amendments to the Internal Revenue Code of
1954 (H. R. 8300, 83d Cong., 2d sess.). A considerable number of the
changes made by your committee in the House bill consist merely of
redesignating references to sections of the Internal Revenue Code of
1939 to the corresponding sections of the Internal Revenue Code of
1954, and conforming the provisions of the bill to the style of the 1954
Code. All references in this portion of your committee’s report to the
“Internal Revenue Code” or the “code’” are to the Internal Revenuo
Code of 1954,

AMENDMENTS T0 DEFINITIONS TO SELF-EMPLOYMENT INCOME AND
RELATED DEFINITIONS

Section 201 of the bill, as does section 201 of the House bill, con-
tains amendments to the provisions relating to the tax on self-employ-
ment income, The House bill would extend the application of the
self-employment tax, on a compulsory basis, to self-employed farmers,
to self-employed ministers of a church and members of a religious
order, and to self-employed lawyers, dentists, osteopaths, veterinari-
ans, chiropractors, naturopaths, optometrists, Christian Science
practitioners, architects, certified public accountants, accountants reg-
isterad or licensed as accountants under State or municipal law, fuﬁ-
time practicing public accountants, funeral directors, and professional
engincers, Services performed by these individuals in such capacity
are excluded from the self-employment tax under existing law,  Your
committee has deleted these provisions of the House bill and certain
additional provisions dealing exclusively with such extension of
coverage., Your commil.-too,’sFl’)ill, does, however, contain amendments
to the code to extend coverage, on a voluntary basis, to service per-
formed by a duly ordained, commissioned, or licensed minister of a
church in the exercise of his ministry or by a member of a rveligious
order in the exercise of duties required by such order (other than a
member of a religious order who has taken a vow of poverty as a
member of such order). This extension of coverage oit a voluntary
basis is applicable to ministers and members of religious orders
whether they perform servico of the type to which these provisions
are applicable as employees or as self-employed individuals,

Sui’socl/ion (n) of this section, which corresponds to section 201 (b)
.(1) of the House bhill, amends section 1402 (b) of the code by increasing
the ]imitn} ion on self-employment income subject to the self-employ-
ment tax for taxahle years ending after 1964 from $3,600 to 4,200,

Subsection (b) of  this section, which corresponds to section 201
(b) (2) of the House bill, amends section 1402 (b) of the code to include
as “‘wages,” for purposes. of .compyting “self-employment income,”
remyneration of United States ¢itizens: employed by a foreign sub-
sidiary of a domestic corporgtion which has’entered into an agreement
pursuant to seetion 3121 (1) of the code, added’ by section 208 of the
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bill, for the purpose of having the insurance system established by
title IT of the Social Security Act extended to service performed by
such citizens.

Subsection (¢) (1) of this section amends section 1402 (¢) (2) of the
code by removing from the definition of ‘“trade or business” the ex-
clusion, presently contained in such section, of the performance of
service by a duly ordained, commissioned, or licensed minister of a
church in the exercise of his ministry or by a member of a religious
order in the exercise of duties required by such order, when the per-
formance of such service is rendered by an individual as an employee,
The effect of this provision is to make paragraph (4) of section 1402
(c) applicable to all service performed by a minister or by a member
of a religious order, in his capacity as such, irrespective of whether
the individual in the performance of such service is an employee or &
self-employed individual. (Section 1402 (c) (4) of existing law ex-
cludes from the term “trade or business’’ the performance of services
by a duly ordained, commissioned, or licensed minister of a church
in the exercise of his ministry or by a member of a religious order in
the exercise of duties required by such order.)

Subsection (¢) (2) of this section amends section 1402 (c) of the
code so as to make the provisions of paragraph (4) of such section
inapplicable to service (other than service performed by a member of
a religious order who has taken & vow of poverty as a member of such
order) performed by a minister or a member of a religious order during
the period for which a certificate filed by such individual under section
1402 (e), as added by the bill, is in effect.

Subsection (c) (3) of this section would add a new subsection (o)
(not contained 1n the House bill) to section 1402 of the code, which
is made necessary by reason of your committee’s action extending
coverage to ministers and members of a religious order on a voluntary
basis, This subsection provides that any individual who is & duly
ordained, commissioned, or licensed minister of & church or a member
of & religious order (other than & member of a religious order who has
taken a vow of poverty as a member of such order) may file a certificate
certifying that he elects to have the insurance system established by
title 1T of the Social Security Act extended to service performed by
him in tho exercise of his ministry or as & member of a religious order.
Such an election may be made only by filing a certificate in such form
and manner, and with such official, as may be prescribed by regulations
of the Secretary of tho Treasury or his delegate.

The cortificate must be filed on or before the due date of the return
(determined with regard to any extension of time granted for filing
such returng for the individual’s second taxable year (whother or not
consecutive) ending after 1954 for which he has net earnings from
gelf-employment (computed without regard to paragraph (4) of section
1402 (cs), relating to the definition of trade or business for purposes of
the self-cmployment tax) of $400 or more, some part of which was de-
rived from the performance by the individual of service in the éxercise
of his ministry or as a member of g religious order, Thus, & minister
who performs service in the exercise of his ministry during 1966 and
1966 and who would have ‘“net earnings from self-employment’’ for
cach-of such years of $400 or more if the performance of such service
were not excluded from the definition of trade or business would not be
permitted to filea.certificate after the due date for filing his income-tax

50545-—b4——6
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return for the taxable year 1956, In determining the period during
which a certificato may be filed, there shall not be included any taxable
year for which a minister or a member of a religious order (1) has no
income from the performance of service in the exercise of his ministry
or as a member of a religious order, or (2) has income from the perform-
ance of such service which would not constitute ‘“net earnings from
self-employment”’ if such service wero included within the term “trade
or business.”

A certificate filed by a minister or & member of a religious order
shall bo effective for the first taxable year with respect to which it
is filed and for all succeeding taxable years. A certificate may be
made offective with respect to a particular taxable year only if it
is filed on or bofore the due date for filing the income-tax return
for such taxable year. Thus, if an individual files his income-tax
return on a calendar-year basis and the due date for his return for
the calendar year 1955 is April 15, 1966, a certificate to be eflective
for the calondar year 1955 must be filed on or before April 15, 1956.
If such individual files a certificate after April 15, 1956, and before
the due date of his income-tax return for the calondar year 1956, the
first taxable year for which the certificate may bo effective is the
calendar year 1956. - An election to have tho insurance system estab-
lishod by title IT of the Social Security Act oxtended to service of
the type here involved which is exercised by the filing of a cortificate
may not thereafter bo revoked.

Section 201 (d) provides that the amendmeonts made by section
201 are applicable only with respect to taxable years ending after 1954.

REFUND OF CERTAIN TAXES DEDUCTED FROM WAGES

Section 202 of the bill corresponds to section 202 of the House bill.

Section 202 (a) (1) of the bill amends section 6413 (¢) (1) of the
Internal Revenue Code, relating to special refunds of employee tax
paid on aggregate wages in excess of $3,600 received by an employeo
from rore than 1 employer during a calendar year, so as to con-
form the special-refund provisions to the increase made by the bill
in the limitation on wages from $3,600 to $4,200.

Section 1401 (d) (3) of the Internal Revenue Code of 1939 presently -
provides that no special refund shall be made unless (A) the employee
makes a claim, establishing his right thereto, after the calendar yoar
in which he received the wages with respect to which refund of tax is
claimed; and (B) such claim is made within 2 years after the calendar
year in which such wages wore roceived, Secetion 202 (a) (2) amends
such section 1401 (d) (3) so as to provide an excoption to this provision
in the case of an employee of a State or any political subdivision thereof
whoso services are covered, for purposes of title II of the Social
Sceurity Act, by reason of an agreement (or modification) pursuant
to section 218 of the Social Security Act which is effective as of a date
more than 2 years prior to the date such agreoment (or modification)
was agreed to, It would allow a special refund to bo made in the case
of such employees, if claim for such refund is made within 2 years
aftor the calendar year in which such agreement (or modification)
was agreed to by the State and the Secretary of Health, Education,
and Welfare. The amendment is made to the Internal Revenue Code
of 1939, rather than to the Internal Revenue Code of 1954, since the
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statutory period with respect to the allowance of credit or refund of
such amounts is prescribed by the 1939 code. ‘

Section 202 (b) (1), which corresponds to section 202™(b) (1) of
tlhe H%use bill, merely makes a change in the heading of section 6413 of
the code.

Paragraph (2) of section 202 (b) of the bill amends section 6413 (c)
(2) (A) of the code, relating to special rules applicable to speciel
refunds in the case of Federal employees, so as to conform the provisions
thereof to the increase made by the bill in the limitation on wages
from $3,600 to $4,200.

Paragraph (3) of section 202 (b) of the bill, which corresponds to
section 202 (b) (3) of the House bill, amends section 6413 (c) (2) of
the code by adding at the end thereof a new subparagraph (C), relating
to special refunds in the case of citizens of the United States perforining
services outside the United States for a foreign subsidiary corporation
of a domestic corporation which has entered into an agreement under
section 3121 (1) of the code (added by sec. 208 of the bill) for the
purpose of obtaining coverage under title I of the Social Security Act
for such employees. (For a discussion of the circumstances and condi-
tions under which a domestic corporation may enter into such an agree-
ment, see in this report the explanation of sec. 208 of the bill.) Such
new subparagraph (C) would make the special-refund provisions in
section 6413 (¢) of the code applicable to amounts deducted in any
calendar year after the calendar year 1964 from the remuneration of
employees whose services are covered under title II of the Social
Security Act by reason of such an agreement. For purposes of special
refunds in the case of amounts paid pursuant to any such agreement
the term “employer” includes a domestic corporation; the term
“wages’’ includes remuneration for services covered by such an agree-
ment; and the term “tax’’ or “tax imposed by section 3101” includes
an amount equivalent to the employee tax which would be imposed if
the services covered by the agreement constituted employment as
defined in section 3121 of the code.

Subsection (c) of section 202 of the bill, which corresponds to
section 202 (c) of the House bill, amends section 3122 of the code so
as to conform such section to the increase made by the bill in the
limitation on wages from $3,600 to $4,200,

Subsection (d) of section 202 provides that the amondments made
by subsections (a) (1), (b), and (c), relating to the increase in the
limitation on wages from $3,600 to $4,200, shall be applicable only
with respect to remuneration paid after 1964, and that the amendment
to the 1939 Code made by subsection (a) (2) shall be effective as if it
had been enacted as a part of section 1401 (d) (3) of the Internal
Revenue Code of 1939 as added by section 203 (c) of the Social
Security Act Amendments of 1950,

COLLECTION AND PAYMENT OF TAXES WITH RESPECT TO GOAST -GUARD
' EXCHANGES

Section 203 (a) of the House bill would amend section 1420 (e) of
the Internal Revenue Code of 1939, which relates to the collection
and payment of the em})loy'ee and employer taxes imposed with respect
to certain services performed in the emﬂoi of the United States or
in the employ of any instrumentality which is wholly owned by the
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United States. This provision of the House bill was made necessary
by section 205 (d) of the House bill which would amend the definition
of employment contained in section 1426 (b) of the Internal Revenue

Jode of 1939 s0 as to remove the exclusion from employment of services
performed by certain civilian employees in Coast Guard exchanges and
other Coast Guard activities. Since your committee’s bill does not
extend coverage to services performed by these civilian employees in
Coast Guard exchanges and other Coast Guard activities, section
203 (a) of the House bill is unnecessary and has been deleted.

AMENDMENTS TO DEFINITION OF WAGES

Section 203, which corresponds to section 204 of the House bill,
amends section 3121 (a) of the Internal Revenue Code which defines
the term “wages” for purposes of the IFederal Insurance Contributions
Act, '

Subscetion (a) of this section of the bill amends section 3121 (a)
(1) of the code, relating to the $3,600 limitation on remuneration which
constitutes wages. Section 3121 (a) (1) provides that the term
“wages” does not include that part of the remuneration paid within
any calendar year by an employer to an employee which exceeds the
first $3,600 of such remuneration (exclusive of remuneration excepted
from wages by the succeeding paragraphs of sec. 3121 (o)) paid within
such calendar year by such employer to such employee for employment.
The amendment would increase the amount of the limitation from
$3,600 to $4,200 but otherwise would make no change in the provisions
of section 3121 (a) (1). .

Subsection (b) (1) of this section of the bill, which corresponds to
section 204 (b) (1) of the IHouse bill, amends subparagraph (B) of
section 3121 (a) (7) of the code, which relates to cash remuneration
for domestic service. Section 3121 (a) (7) (B) now provides for the
exclusion from wages of cash remuneration paid in a calendar quarter
for domestic service in a private home of the employer unless such
remuneration paid in such calendar quarter for such service is $50 or
more and the employee is regularly employed by the employer in the
calendar quarter in which tho payment is made. The employee is
“regularly employed” by an employer during a calendar quarter if he
erformed domestic service in a private home of the employer on ab
east 24 days in that calendar quarter or during the preceding calendar
quarter. The amendment would eliminate the 24-day test, thus
making coverage of domestic service dependent solely on roceipt of
$50 in cash wages in o calenda* quarter by an employee from an
employer for such gervice. :

As under existing law, domestic service does not include service
described in soction 3121 (g) (5) of the code (sorvice performed on a
farm operated for profit).

Paragraph (2) of aubsection (b) of this section, which corresponds
Lo soction 204 (b) (2) of the House bhill, amends section 3121 (a) (7) of
the code by adding a new subparagraph (C). This new subparagraph
rolatos to cash remuneration received for service not in the course of
the employer’s trade or bueiness and should be considered together
with the repeal of section 3121 (b) (3) of the code, which would be
:accomplished by section 204 (b) of the bill. Section 3121 (b) (3) of
ithe code now excepts from employment service not in the course of
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the employer’s trade or business performed by an employee in a calen-
dar quarter unless the cash remuneration paid by the employer to the
employee for such service is $50 or more and the employee is regularly
omployed by the employer during the calendar quarter to perform
such service, The effect of the new subparagraph (C) of section 3121
() (7), together with the repeal of paragraph (3) of section 3121 (b), is
to eliminate the 24-day test and to make coverage of service not in the
course of the employer’s trade or business depend solely on receipt
of cash remuneration of $60 or more in the calendar quarter.

The test relating to cash remuneration of $50 or more also is changed
slightly. Under existing law, the $560 must be paid for service per-
formed in a calendar quarter during which the employee is regularly
omployed by the employer to perform such service, and the time of
payment is unimportant. Under the new section 3121 (a) (7) (C),
the test is payment of $50 in a calendar quarter for the service, and the
time of performance of the service is unimportant.

The new subparagraph (C) of section 3121 (a) (7) incorporates the
provision of section 3121 (b) (3) of the code that ‘‘service not in the
courso of the employer’s trade or business” does not include domestic
service in a privato Kome of the employer and does not include service
;] escribgd)in section 3121 (g) (5) (service performed on a farm operated
or proiit).

Paragraph (3) of subsection (b) of this scction of the bill amends
section 3121 (a) (8) of the Internal Revenue Code by inserting a new
subparagraph (B) and by designating the existing provisions of section
3121 (a) (8) as subparagraph (A). The new subparagraph (B)
would exclude from wages cash remuncration paid by an employer
to an employee in any calendar quarter for agricultural labor unless
such remuneration is $50 or more. This provision of your committee’s
bill differs from the corresponding provision of the House bill which
would exclude from wages cash remuneration paid by an employer
to an employee in any calendar year for agricultural labor unless such
remuneration is $200 or more. This amendment should be considered
in connection with the amendment to paragraph (1) of section 3121 (b)
of the code which would be effected by section 204 (ag of the bill,

Under the existing provisions of section 3121 (b) (1) of the Internal
Revenue Code, agricultural labor performed by an employee for an
cmployer in a calendar quarter is excepted from employment unless
the cash remuneration paid by the employer to the employcee for such
labor is $50 or more and the employce is regularly employed in that
quarter by such employer to perform such agricultural labor, TFor
purposes of section 3121 (a) (1), “an individual is deemed to be
regularly employed by an employer during a calendar quarter * * *
only if ei,) such 1ndividual performs agricu%tuml labor * * * for such
em(l)loyer on a full-time basis on 60 days * * * during the quarter,
and (i1) the quarter was immediately preceded by a qualifying <}uarter.
A qualifying quarter is defined as (YI)' any quarter during all of which
the individual was continuously employed by the employer, or (II)
any subsequent quarter meeting the test of clause (i) above if, after
the last quarter during all of which the individual was continuously
employed by the empFoyer, each intervening quarter met the test of
clause (i). An individual is also deemed to be regularly employed by
an employer during a calendar quarter if he was regularly employed
(upon application of clauses (i) and (ii)) by the employer during the
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preceding ealendar quarter.” (H. Rept. No. 2771, 81st Cong., 2d
sess. (conference report on H, R, 6000), p. 95.)

The principal effects of the amendments made by paragraph (3) of
seetion 203 (b) and by section 204 (a) of the bill are to eliminate the
present “‘regularly employed’ concept as a requirement for coverage
of agricultural labor under the Federal Insurance Contributions Act;
and to make coverage depend solely on the payment of cash remunera-
tion of $50 or more in a calendar quarter by the same employer to the
employee for such labor,

Section 3121 (b) (1) of the code excepts from employment servico
performed in connection with the ginning of cotton and service per-
formed in connection with the production, harvesting, or processing
of crude gum (oleoresin) from a living tree or the processing of such
crude gum into gum spirits of turpentine and gum resin, if such
processing is carried on by the original producer of the crude gum
(the latter exception is expressed in the code in tetms of service per-
formed in connection with the production or harvesting of any com-
modity defined as an agricultural commodity in section 15 (g) of the
Agricultural Marketing Act). The amendment to section 3121 (b)
(1) of the code made by section 204 (a) of the bill would remove the
specific exception from employment of services performed in connec-
tion with the ginning of cotton and would have the effect of covering
such services under the Federal Insurance Contributions Act on tho
same basis ag other agricultural labor,

AMENDMENTS 10 DEFINITION OF EMPLOYMENT

Section 204 amends subsection (b) of section 3121 of the Internal
Revenue Code, which defines “employment” for purposes of the
Federal Insurance Clontributions Act. 'This section differs in certain
madterial respeets from section 205 of the House bill, which also contains
amendments to the definition of the term “employment”.

Subsection (a) of this section of the bill amends paragraph (1) of
section 3121 (b) of the code by eliminating from the definition of
employment the existing exception of agricultural labor, except in the
case of service performed (1) in connection with the production ov
harvesting of any commodity defined as an agricultural commodity in
section 15 (g) of the Agricultural Marketing Act, as amended, and (2)
by foreign agricultural workers under contracts entered into in accord-
ance with title V of the Agricultural Act of 1949, as amended. Title V
of such act now provides that no workers may be available under such
title for employment after December 31, 1955, The oxception under
section 3121 (b) (1) of the code of service performed by foreign agri-
cultural workers will, of course, be inoperative when title V of the
Agricultural Act ceases to be effective, The corresponding provisions
in the House bill excluded only services performed by foreign agricul-
tural workers,

Subsection (b) of this section, which corresponds to section 266 (b)
of the House bill, repeals paragraph (3) of section 3121 (b) of the code
(which excepts from employment service not in the course of the
employer’s trade or business), and redesignates certain of the succeed-
ing paragraphs of section 3121 (b),

l’aragrap[x (5) of section 3121 (b) of the code excepts from employ-
ment any service performed by an individual on or in connection with
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a vessel not an American vessel, or on or in connection with an aircraft
not an American aircraft, if the individual is employed on and in con-
nection with such vessel or aircraft when outside the United States.
Subsection (¢) of section 204 of the hill, which corresponds to section
205 (¢) of the House bill, amends section 3121 (b) (5) of the code
(redesignated by the bill as section 3121 (b) (4)) so as to make the
exception applicable only if the individual is not a citizen of the United
States or the employer 1s not an American employer. Consequently,
if the individual is a citizen of the United States and the employer is
an American employer, services of the individual on foreign-flag vesscls
or foreign-flag aircraft will not be excepted from employment whether
performed here or abroad. This change has the effect of treating
services performed by these individuals the same as other services
performed by citizens of the United States as employeecs of American
employers, which now constitute employment whether performed here
ot abroad.

Section 205 (d) of the House bill contains amendments to section
1426 (b) (7) of the Internal Revenue Code of 1939. (The provisions
of see. 3121 (b) (7) of the Internal Revenue Code of 1954 cor-
respond to the provisions of sec. 1426 (b) (7) of the 1939 code.)
The term ‘“employment,” as it would be amended by these provisions
of the House bill, would include services performed by most Federal
employees not covered by retirement systems, including temporary
employees in the field service of the Post Office-Department, census-
taking employces of the Bureau of the Census, oivi{)i:m employees of
Coast Guard post exchanges, and certain other groups, and also
employces of E‘edeml home-loan banks dnd the ,’%ennessoe Valley
Authority, who have retirement systems, The House bill, in section
205 (e), contains amendments to section 1426 (b) (9) of the Internal
Rovenue Code of 1939, the principal effect of which would be to
oxtend coverage, on & voluntary basis, to service performed by minis-
ters and members of religious orders employed by certain nonprofit
organizations if the organization elects to cover such individuals and
if at least two-thirds of such individuals elected to be covered. Section
207 of the House bill would amend section 1426 (1) of the Internal
Revenue Code of 1939 so as to prescribe the manner in which such an
clection could be made. Your committee’s bill contains no provisions
corresponding to those contained in subsections (d) and (e) of section
205 of the House bill and contains no provision for an election by a
nonprofit organization for coverage of services performed by ministers
and members of a religious order. (For a discussion of the provisions
of the bill extending coverage, on a voluntary basis, to ministers and
members of religious orders, see in this report the explanation of
sec. 201 of the bill))

Section 3121 (b) (15) of the Internal Revenue Codo excepts from
employment service performed by employecs in fishing and similar
activities unless performed in connection with commercial salinon or
halibut fishing or on a vessel of more than 10 net tons, Subsec-
tion (d) of this section of the bill, which corresponds to section 2056 (f)
of the House bill, eliminates this exception and renumbers the succeed-
in% paragraphs of section 3121 (b). “

ubsection (e) of this section provides that the amendments made
by subsections (a) and (b) (relating to agricultural labor and service
not in the course of the employer’s trade or business) shall be appli-



88 SOCIAL SECURITY AMENDMENTS OF 19054

cable only with respect to services (whenever performed) for which
tho remuneration is paid after 1954, and that the amendments made
by subsections (¢) and (d) (relating to service on forcign-flag vessels
and aireraft and fishing and related service) shall be u])plictﬁ)le only
with respect to services performed after 1954,

AMENDMENT RELATING TO COLLECTION OF EMPLOYEE TAX

Section 205 of the bill, for which there is no corresponding provision
in the House bill, amends section 3102 (a) of the code so as to provide
that an emplover who in any calendar quarter pays to an employeo
cash remunecration to which paragraph (7) (B) or (C), (8) (B), or (10)
of seetion 3121 (a) of the code is applicable may deduet an amount
oquivalent to the employee tax imposed by section 3101 from any
such payment of remuneration, even though at the time of payment the
total amount of such remuneration paid to the employee by the em-
ployer in the calendar quarter is less than $50. Section 3102 (a) now
provides that the employee tax imposed by section 3101 shall be
collected by the employer by deducting the amount of such tax from
the wages as and when paid. ~

Paragraphs (7) (B) and (C), (8) (B), and (10) of section 3121 (a),
as amended by the bill, except from the term “wages’ remuneration
paid in a calendar quarter to an employee by an employer for domestic
service in a private home of the employer, service not in the course of
the employer’s trade or business, agricultural labor, and industrial
homework, respectively, if the cash remuneration paid in the quarter
for such service is less than $50,

The amendment makes clear that an employer paying cash remun-
eration for any such service or labor may, at that time, deduct from
such remuneration an amount equivalent to the employee tax imposed
by section 3101 even though the employer cannot then ascertain
whether the $50 test will be met, Thus, an employer paying $10 to
an employee in a calendar quarter of 19565 for agricultural labor may
deduct 20 cents from such payment oven though the employer has
made no prior payment of cash remuneration to the employee in
that quarter for such labor. Of course, this provision 0} the bill
shall not be construed as authorizing the employer to retain the amount
so withheld if it is subsequently ascertained that the remuneration
paid to the employes does not constitute wages.

AMENDMENT TO DEFINITION OF EMPLOYHH

Section 206, which corresponds to section 206 of the House bill,
amends subsection (d) of section 3121 of the Internal Revenue Code
which defines the term ‘“‘employeo” for purposes of the Federal
Inguranco Contributions Act.

Section 3121 (d) (3) (C) of the code includes as an employee any
individual who performs .orvices for romuncration for any person
a8 a homeworker performing work, according to specifications fur-
nished by the porson for whom the services are performed, on ma-~
torials or goods furnished by such porson and required to be returned
to such porson or & person designated by him, if the performance of
such services is subject to licensing requirements under the laws of
the State in which such services are performed. Subsection (a) of
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section 206 of the bill amends such section 3121 (d) (8) (C) so as to
climinate the requirement that the performance of the services be
subject to State licensing requirements, effective with respect to
services performed after 1954.

This amendment would not include, however, as employees, home-
workers who are not subject to supervision or control by any person
with respect to their homework activities, and who buy raw material
and make any article and sell such article to any person even though
it i3 made according to specifications provided by some single
purchaser.

WAIVER OF TAX EXEMPTION BY NONPROFIT ORGANIZATIONS WITH
RESPECT TO MINISTERS IN THEIR EMPLOY

Under existing law services performed by a duly ordained, com-
missioned, or licensed minister of a church in the exercise of his min-
istry or by a member of a religious order in the exercise of duties re-
quired by such order are excepted from employment. Secction 205 (e)
of the House bill would extend coverage, on a voluntary basis, to
ministers and members of religious orders employed by certain non-
profit organizations if the organization elects to cover such individuals
and if at least two-thirds of such individuals elect to be covered. See-
tion 207 of the House bill would amend section 1426 (1) of the Internal
Revenue Code of 1939 so as to preseribe the manner in which such an
election could be made. Your committee’s bill retains the exception
from employment contained in present law with respect to services
performed by a minister or member of a religious order.  Accordingly,
section 207 of tho House bill has been omitted in your committee’s
bill. (For provisions of your committee’s bill relating to services
performed by ministers and members of religious orders, see sec. 201
of the bill and the portion of this report discussing that section.)

CHANGES IN TAX S8CHEDULES

Section 207 (a) of the bill, which corresponds to section 208 (a) of
the House bill, amends section 1401 of the Internal Revenue Codo
relating to the rate of tax upon self-employment income. Under
existing law the rate of tax upon self-employment income in the case
of any taxable year beginning after December 31, 1969, is 4% percent.
Under the bill the rates of tax for taxable years beginning after De-
cember 31, 1969, are as follows:

IFor taxable years— Pereent
Beginning after Dee, 31, 1969, and before Jan, 1, 1075 ___ ... ... ... &4
Beginning after Dee. 31, 1074 .. ... e 6

Subsections (b) and (¢) of section 207, which correspond to sub-
secetions (b) and (e) of section 208 of the House bill, amend section
3101 and 3111, respeetively, of the Internal Revenue Code, relating
to the rates of the taxes under the Federal Insurance Contributions
Act.  Under existing law the rate of the employee tax and of tho
employer tax for the calendar year 1970 and subsequent calendar
vears 18 3% percent.  Under the bill the rates of each such tax for the
calendar year 1970 and subsequent calendar years are as follows:

Pereent

Tor tho calendar ycars 1970 to 1974, inolusive. - .. ... 3%
For the calendar year 1976 and subsequent calendar years. ... _.____.__._ 4
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FOREIGN8UBSIDIARIES.OF DOMESTIC CORPORATION

Scction 208 of your committee’s bill amends section 3121 of the
Internal Revenue Code by adding at the end thereof a new subsec-
tion (1) for the purpose of extending old-age and survivors insurance
coverage to citizens of the United States performing service outside
the United States in the employ of any one or more foreign subsidiaries
of a domestic corporation. This section of the bill corresponds to
soction 209 of the House bill except that technical and clarifying
amendments have been made by your committee.

Such subsection (1) provides that the Secretary or his delegate shall
enter into an agreement, at the request of any domestic corporation,
for the purpose of extending old-age and survivors insurance coverage
to United States citizens performing service outside the United States
in the employ of any one or more foreign subsidiaries of such domestic
corporation. A foreign subsidiary is defined (in par. (8) of sec.
3121 (1)) as (1) a foreign corporvation more than 50 percent of the
voting stock of which is owned by the domestic corporation desiring
to enter into the agreement, or (2) a foreign corporation more than
50 percent of the voting stock of which is owned by a foreign corpora-
tion described in clause (1). Such an agreement shall not be appli-
cable to any service performed by, or remuneration paid to, an em-
ployee, if such service or remuneration would be sxcluded from the
term ‘“‘employment’’ or the term “wages’, respectively, were the serv-
ice performed in the United States. Any such agreement shall also
he applicable in all respects in the case of any citizen of the United
States who, on or after the effective date of the agreoment, is employed
by the foreign subsidiary or subsidiaries named 1 the agreement.

If at any timoe after such an agreement is entered into the domestic -
corporation desires to have the old-age and survivors insuranco system
extended to citizens of the United States performing service m the
employ of one or more foreign subsidiaries other than the subsidiary
or subsidiaries specified in the agreement, the agreement may be
amended so as to extend such system to such citizens. Any agree-
ment so amended shall be applicable in all respects in the case of
service performed in the employ of any foreign subsidiary to which
the amendment relates,  Any such agreement shall require the domes-
tic corporation to pay to the Secretary or his “delegate amounts
equivalent to the sum of the employee and employer taxes which would
be imposed under sections 3101 and 3111 of the code (including
interest, additional amounts, and penalties) with respect to remuner-
ation which would be wages if the services covered by the agreement
constituted employment. It shall also require the domestic corpora-
tion to comply with regulations, relating to payments and roports,
prescribed by the Secrotary or his delegate to carry out the purposes
of such subsection,

Paragraph (2) of such section 3121 (1) provides that an agreement
shall be made effective for the period beginning cither with the first
day of the calendar quarter in which the agreement is entered into or
tho first day of the succeeding calendar quarter. However, no agree-
mont may bo made effective prior to January 1, 1955. An amendment
to an agreement exccuted after the first month following the first
calendar quarter for which the agreement is in effect shall apply, in
the case of sorvices performed for the subsidiary or subsidiaries
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specified in the amendment, only after the calendar quarter in which
the amendment is executed.

Paragraph (3) of such section 3121 (1) provides that the domestic
corporation may terminate such an agreement, with respect to any
one or more of its foreign subsidiaries, effective at the end of a calendar
quarter. However, the termination may be made only upon giving
2 years’ advance notice in writing and only if at the time of the receipt
of such notice the agreement has been in effect for a period of not less
than 8 years. Any such notice of termination may be revoked by
siving, prior to the close of the calendar quarter specified therein, a
written notice of revocation., A notice of termination or revocation -
thereof shall be filed in such form and manner as may be prescribed
by regulations. The period for which an agreement is effective with
respect to any foreign subsidiary shall terminate automatically at the
end of any calendar quarter in which at any time the foreign corpora-
tion ceases to be a foreign subsidiary as defined in this subsection,

Paragraph (4) of such section 3121 (1) directs the Secretary, upon
a finding tfmt any domestic corporation has failed to comply substan-
tially wi*h the terms of its agreement under such section 3121 (1), to
oive such corporation not less than 60 days’ advance notice in writing
that the period covered by its agreement will terminate at the end of
o calendar quarter specified in such notice. Any such notice of
termination, however, may be revoked by the Secretary as provided
in such paragraph, No such notice of termination or revocation
shall be given without the prior concurrence of the Secretary of Health,
Education, and Welfare,

Pursuant to paragraph (5) of such sestion 3121 (1), if the agree-
ment is terminated in its entirety by notice of termination, given either
by the domestic corporation or the Secretary, the domestic corporation
may not again enter into an agreement with respect to service per-
formed for any foreign subsidiary; and if the agreement is terminated
with respect to any foreign subsidiary the domestic corporation may
not thereafter make such agreement applicable to that subsidiary,

Paragraph (6) of such section 3121 (1) provides that for purposes
of section 201 of the Social Security Act, relating to appropriations
to the Federal Old-Age and Survivors Insurance Trust F'und, remuner-
ntion paid for services of American citizens abroad covered by an
agreement under section 3121 (1) between a domestic corporation and
the Secrctary, which would be wages if the services constituted
employment and which is reported to the Secretary or his delegato
pursuant to such agreement or regulations issued under section 3121
(1) shall bo considered wages subject to the tax imposed by the Federal
Insurance Contributions Act,

Paragraph (7) of such section 3121 (1) provides that adjustments of
any overpayments or underpayments of amounts due under an agree-
ment shall {)e made, without interest, in accordance with regulations
preseribed by the Secretary. If an overpayment cannot be adjusted
the amount thereof shall be repaid, but only if a claim therefor is filed
Wiblll tho Secretary within 2 years from the time such overpayment was
made,

Paragraph §8), which defines a *foreign subsidiary of a domestic
corporation,” has already been discussed above.

Puragmpi\ (9), not contained in the House bill, makes clear that
each domestic corporation which enters into an agreement under this
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subsection shall for purposes of such subsection and of section 6413
(¢) (2) (C), relating to special refunds, be considered an employer in
its capacity as a party to such agreement separate and distinet from
its identity as a person employing individuals on its own account,

Paragraph (10) of such section 3121 (1) provides that the regulations
of the Secretary under such section shall be designed to make the
requirements imposed on domestic corporations with respect to service
performed in the employ of foreign subsidiaries the same, insofar as
practicable, as the requirements imposed on employers subject to
the Federal Insurance Contributions Act,

DEDUCTIONS FROM GROSS INCOME FOR PAYMENTS WITH RESPECT TO
EMPLOYEES OF CERTAIN FOREIGN CORPORATIONS

Seetion 209 of the bill corresponds to section 210 of the House bill.
Scction 209 adds to the Internal Revenue Code a new section 176,
which provides that amounts paid or incurred by a domestic corpora-
tion under the provisions of an agreement entered into as provided by
section 3121 (1) may be deducted in computing taxable income, but
only to the extent that the domestic corporation actually bore the
burden of the payment. Amounts involved which were withheld
from the wages of the employees of the foreign corporation or which
were supplied by the foreign corporation may not give rise to a dedue-
tion for dm domestic corporation which pays over such amounts to the
Seeretary,  Any reimbursement of any amount which has been
deducted by the domestic corporation under the provisions of this
scetion must be included in the gross income of such corporation for
the taxable year in which it is received.

TITLE ITI—PROVISIONS RELATING TO PUBLIC ASSISTANCE
TEMPORARY BXTENSIONJOF 1952 MATCHING FORMULA

The 1952 amendments to the Social Security Act included amend-
ments increasing the proportion of public assistance expenditures made
by the States to be borne from Federal funds. Such amendments were,
however, made effective only for the period ending September 30, 1954.
Scetion 301 of the bill would extend this period for two additional
years, to September 30, 1956,  The bill as passed by the House would
have extended the period for 1 additional year, to September 30, 1955.

TEMPORARY EXTENSION OF SPECIAL PROVISIONS RELATING TO STATE
PLANS FOR AID TO THE BLIND

Section 344 (b) of the Social Security Act Amendments of 1960 re-
lieved certain States from the necessity for complying with the require-
ments of section 1002 (a) (8) of the Social Security Act as a condition
to n{H)rovnl of their State aid-to-the-blind plans so as to make them
eligiblo to receive Federal contributions toward the cost of assistance
expenditures under the plans, 'This special provision was cffective,
however, only for the period ending June 30, 1955. Section 302 of the
bill would extend this period for an additional 2 years to June 30, 1967,
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TECHNICAL AMENDMENTS

When the public assistance provisions of the Social Security Act
were amended in 1946 to change the Federal share of assistance ex-
penditures from one-half of the total expenditures to a larger per-
centage of average expenditures below a certain amount, conforming
changes were made in sections 3 (b), 403 (b) (1), and 1003 (b) (1)
of the act. Through oversight these conforming changes were not
repeated in the 1950 amendments to the Social Security Act. Section
303 of the bill would remedy this oversight. Except for one additional
conforming change, this section of the bill as reported is the same as
section 303 of the House-passed bill.

TITLE IV—-MISCELLANEOUS PROVISIONS

This title amends the Railroad Retirement Act in several respects
in order to preserve the existing relationship between the railroad
retirement and old-age and survivors insurance systems. It also
provides for redesignating cross references in other acts to provisions
of the Social Security Act redesignated by the bill.

This title in the bill as reported by your committee differs from the
House bill in several respects.  First, the effective dates in the amend-
ments to the Railroad Retirement Act have been changed to conform
to those provided in the appropriate amendments to title IL of the
Social S~ ity Act. Second, in the retirement test used under the
Railroad _ict for survivors, age 75 has been reduced to age 72 as the
age above which deductions are not impoged, in order to conform to
the change made in the retirement test in the Social Security Act.
Third, since the Internal Revenue Code of 1954 contains its own
provisions with respect to references in other laws to sections of the
1039 code, the part of section 402 of the bill relating to this matter
has been deleted.

CHANGES IN EXISTING LAW

In compliance with subsection (4) of rule XXIX of the Standing
Rules of the Senate, changes in oxisting law made by the bill, as
reported, are shown as follows (existing law shown in the left column,
changes in existing law shown in the right' column; except that with
respect to changes in the Intornal Revenue Code of 1954, provisions
proposed to be omitted are enclosed in black brackets, new matter is
printed in italics, and provisions in which no changes are proposed
are shown in roman):
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AN ACT To provide for the genoral welfare by estab-
lishing a systom of Federal old-age henefits, and by
enabling tho several States to mako moro adeqguate
provision for aged persons, blind persons, depend-
ent and crippled childron, maternal and child wel-
fare, public health, and the administration of their
unemployment compensation laws; to establish a
Social Security Board; to ralse revenue; and for
other purposes

Be it enacted by the Senate and House
nf Representalives of the United Slates of

Americn in Congress Assembled,

TITLE I—GRANTS TO STATES
FOR OLD-AGE ASSISTANCE

L] * L) * *

PAYMENTTO HTATES

Sec. 3. (a) From the sums appropri-
ated therefor, the Secretary of the Treas-
ury shall pay to each State which has an
approved plan for old-age assistance, for
each quarter, heginning with the quarter
commencing October 1, 1952, (1) in the
case of any State other than Puerto Rico
and tho Virgin Islands, an amount,
which shall be used exclusively as old-
age assistance, cqual to the suin of
the following proportions of the total
amounts expended during such quarter
as old-age assistance under the State
plan, not counting so much of such ex-
penditure with respect to any individual
for any month as exceeds $556—

(A) four-fifths of such expendi-
tures, not counting so much of any
expenditure with respeet to any
month as exceeds the product of
$25 multiplied by the total number
of such individuals who received
olld-age agsistance for such month;
lus
I (B) onec-half of the amount by
which such expenditures exceed tho
maximum which may be counted
under clause (A);

and (2) in tho caso of Puorto Rico and
the Virgin Islands, an amount, which
shall bo used exclusively as old-age
agsistaneco, equal to one-half of the total
of the sums expended during such
quartor as old-ago assistance under tho
State plan, not counting so muech of such
oxponditure with rospect to any indi-
vidual for any month as excceds $30,
and (3) in tho case of any State, an
amount equal to one-half of thoe total of
the sums exponded during such quarter
as found nocessary by tho Administrator
for the propor and officiont administra-
tion of tho State plan, which amount
shall be;used for paying the costs of ad-

SOCIAL: SECURITY AMENDMENTS OF 19054

SOCIAL  SECURITY  ACT,
AMENDED BY H., R. 9366,
REPORTED

AN ACT To provide for the genoral wolfare by estab-
llshlnr a systom of Foderal old-age bonefits, and by
enabling the several States to makoe more adequato
provision for aged persons, blind persons, depend-
ent and crippled children, maternal and child wel-
fare, public health, and the administration of their
unemploymaent compensation laws; to establish a
Social Security Board; to ralse rovenue; aud for
other purposes

Be it enacted by the Senate and House
of Representatives of the United States of
America_in Congress Assembled,

TITLE I—GRANTS TO STATES
FOR OLD-AGE ASSISTANCE

* » » * *

AS
AS

PAYMENT TO STATES
Sec. 3. (&) From the sums appropri-
ated therefor, the Secretary of the
Treasury shall pay to each State which
has an approved plan for old-age assist-
ance, for each quarter, beginning with
the quarter commencing October 1,
19562, (1) in the case of any State other
than Puerto Rico and the Virgin Islands,
an amount, which ghall be used oxelu-
sively as old-age assistance, equal to the
sum of the following proportions of the
total amounts expended during such
quarter as old-age assistance under the
State plan, not counting so much of
such expenditure with respect to any
in(}_iﬁd\lttl for any month as exceeds

$5‘)'~

(A) four-fifths of such expendi-
tures, not counting so much of any
expenditure with respect to any
month as exceeds the product of $25
multiplied by the total numbor of
such individuals who reccived old-
ago assistanco for such month; plus

(B) one-half of the amount by
which such expendlitures oxceed tho
maximum which may be counted
undor clause (A); ;

and (2) in tho case of Puerto Rico and
the Virgin Islands, an amount, which
shall be used oxclusively as old-age
agsistanco, oqual to one-half of the total
of the sums exponded during such
quartor as old-ege assistance under the
Stato plan, not eounting so much of such
oxponditure with rcsrcct to any indi-
vidual for any month as oxccods $30,
and (32 in tho case of any State, an
amount, cqual to ono-half of the total of
the swing exponded during such quartor
as found necessary by tho Administrator
for tho propor and officient administra-
tion of the State plan, which amount
shall be used for paying tho costs of
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ministering the State plan or for old-age administering the Stato plan or for old-
assistance, or both, and for no other age assistance, or both, and for no other
purpose. urpose,

(b) The method of computing and =~ (b) The method of computing and
paying such amounts shall bo as follows: * paying such amounts shall be as follows*

(1) The Administrator shall,
prior to the bheginning of each
quarter, estimate the amount to be
paid to the State for such quarter
under the provigions of clause (1)
of suhsection (a;, such estimate to
be based on (A) a report filed by
the State containing its estimate
of the total sum to be expended in
such quarter in accordance with
the provisions of such clause, and
stating the amount appropriated
or made available by the State and
its political subdivisions for such
expenditures in such quarier, and
if such amount is less than one-half
of the total sum of such estimated
expenditures, the source or sources
from which the aifference is ex-
pected to bhe derived, (B) records
showing the number of aged indi-
viduals in the State, and (C) such
other investigation as the Adminis-
trator may find necessary,

(2) The Administrator shall then
certify to the Secretary of the
Treasury the amount 8o estimated
by the Administrator, (A) reduced
or increased, as the case may be
by any sum by which he finds that
hl‘; estimate for ang prior quarter
was greater or less than the amount
which should have been paid to
the Stato under clause (1) of sub-
section (a) for such quarter, and
(B) reduced by a sum equivalent
to the pro rata share to which the
United Btatos is equitably entitled,
ag detormined by the Administra-
tor, of the net amount recovered
during any prior guarter by the
State or any political subdivision
thercof with respect to old-age
assistance furnished under the Stato
plan; except that such inereases or
reductions shall not he made to the
oxtont that such sums have bheen
applied to make the amount corti-
fied for any prior quarter greator or
less than tho amount estimated by
the Administrator for such prior
quarter: Provided, That any part
of the amount recovered from the
catato of a decoased recipient which
is not in excess of the amount ox-
ponded by the State or any political
subdivision thereof for the funeral
oxponsos of the deceased shall not
ho considored as a basls for reduc-
tion under elause (B) of this para-
graph,

(1) The Administrator shall, prior
to the be%inning of each quarter,
estimate the amount to he paid to
the State for such quarter under the
provisions of subsection (a), such
estimate to he based on (A) a report
filed by the State containing its
estimate of the total sum to be ex-
pended in such quarter in accord-
ance with the provisions of such
subsection, and stating the amount
appropriated or made available b
the State and its political subdivi-
sions for such expenditures in such
quarter, and if such amount is less
than the State’s proportionate share
of the total sum of such estimated
expenditures, the source or sources
from which the difference is ex-
pected to be derived, (B) records
showing the number of aged indi-
viduals in the State, and (C) such
other investigation as the Adminis-
trator may find necessary,

(2) The Administrator shall then
certify to the Secretary of the
Treasury the amount so estimated
by the Administrator, (A) reduced
or increased, as the case may be
bf’ any sum by which he finds vthaé
his estimate for any prior quarter
was greater or less than the amount
which should have been paid to the
State under subsection (a) for such
quarter, and (B) reduced by a sum
Q(Luivalont to the Jro rata share.to
which the United States is equitabl
ontitlod, as determined by the Ad-
ministrator, of the net amount re-
covered during any prior quarter
b{ the State or any political sub-
division thereof with resFoct to old-
ago asslstanco furnished under the
State plan; excopt that such in-
croases or roductions shall not he
made to the extent that such sums
have bheon applied to make the
amount certified for any Rrior quar-
ter greater or loss than the amount
estimated by the Administrator for
such prior quarter: Provided, That
any part of the amount recovered
from the estate of a docoeased ro-
eipient which {8 not in oxcoss of the
amount exponded by the State or
any political subdivision thereof
for the funeral oxpenses of tho de-
ceasod shall not be considered as a
basis for reduction under clause
(B) of this paragraph.



96

SOCIAL SECURITY ACT

(3) The Seeretary of the Treasury
shell thercupon, through the Fisceal
Service of the Treasury Depart-
ment and prior to audit or settle-
ment by the General Mecounting
Oflice, pae Lo the Stete, at the time
or times fixed by the Ndministra-

tor, the amount so o certified in-
crensed be H oper contum,
¥ + * * *

TITLE  H—=FEDERAL  OLD-NGE
AND SURVIVOPS INSURANCIE
BENEFITH

£ 4 S 4 ¥
AND  SURVIVORS  INSURANCE
BENEFIT PAYMENTS

OLh-AGE

Old-Age Tnsurnnce Benefits

See, 202, () Bvery individual who---
(1) is o fully insured individual
(rs defined in seetion 214 (a)),
(2) has attained retirement age
(e defined in seetion 216 (), and
(3 has filed application for old-
age insurance henefits,
<hedl be entitled to an old-age insurancee
benelit for ecel month, beginning with
the fiest month after August 1950 in
which  sueh  individual  becomes  so
entitled to suely insurance bhenefits and
ending with the month preceding the
maonth in whieh he dies.  Sueh individ-
ul's old-nge insurance benefit for any
month shall be equal to his primary
insurance amount (as defined in section
215 (a)) for such month,
* * ¥ * *
Widow's Insurance Benefits

(¢) (1) The widow (as defined in see-
tion 216 (¢)) of an individual who died
n fully insured individual after 1939,
if such widow-—

(A) has not remarried,

(B) has attained retirement age,

() has filed application for
widow's insurance benefits or was
entitled, after attainment of retire-
ment age, to wife’s ingurance bene-
fits, on t‘lc basis of the wages and
self-cmployment income of such in-
dividual, for the month preceding
the month in which he died,

(D) was living with such indi-
vidual at the time of his death, and

SOCIAL SECURITY AMENDMENTS OF 1954

AS AMENDED BY H. R. 9366

(3) The Socrotary of the Treasury
shall thereupon, through the Fiscal
Servico of tho Treasury Depart-
mont and prior to aundiv or settle-
ment by the General Accounting
Office, pay to the State, at the time
or times fixed by the Administrator,
the amount so certified.

* x * * *
TITLL II—FEDERAL OLD-AGE
AND SURVIVORS INSURANCE
BENEFITS
* * * * *
OLD-AGE  AND  SURVIVORS INSURANCE
BENEFIT PAYMENTS

Old-Age Insurance Benefits

Ste. 202, (a) Every individual who—
(1) is a fully insured individual
(as defined in section 214 (a)),
(2) has attained retirement age
(as defined in section 216 (a)), anc
(3) has filed application for old-
age insurance benefits,
shall be entitled to an old-age insurance
benefit for each month, heginning with
the first month after August 1950 in
which such individual becomes so
entitled to such insurance benefits and
ending with the month preceding the
month in which he dies. Sueh individ-
ual’s old-age insurance benefit for any
month shall be equal to his primary
insurance amount (as defined in section
215 (a)) for such month.
* * * * *

Widow's Insurance Benefits !

(¢) (1) The widow (as defined in sec-
tion 216 (c)) of an individual who died
a fully insured individual after 1939, if
such widow—

(Ag has not remarried,
(B) has attained retirement age,

(C) (i) has filed application for
widow’s insurance henefits or was
entitled, after attainment of retire-
ment age, to wife’s insurance bere-
fits, on the basis of the wages and
self-employment incomo of such
individual, for the month preceding
the month in which he died, or

(if) was entitled, on the hasis of
such wages and self-employment,
income, to mother's insurance hene-
fits for the month preceding the
month in which she attained rotire-
ment ago,

(D) was living with such individ-
ual at the time of his death, and
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(E) is not entitled to old-age in-
surance benefits, or is entitled to
old-age insurance bhenefits each of
which is less than three-fourths of
the primary insurance amount of
her deceased hushand,

shall be entitled to a widow's insurance
benefit for each month, beginning with
the first month after August 1950 in
which she becomes so entitled to such
insurance benefits and ending with the
month preceding the first month in
which any of the following occurs: she
remarries, dies, or becomes entitled to
an  old-age insurance benefit equal
to or exceeding three-fourths of the
primary insurance amount of her de-
ceased hushand,

(2) Such widow’s insurance bhenefit
for each month shall be equal to three-
fourths of the primary insurance amount
of her deceased husband.

* * * * *
Mother’s Insurance Benefits

(g) (1) The widow and every former
wife divorced (as defined in section 216

(d)) of an individual who died a fully-

or currently insured individual after
1939, if such widow or former wife
divorced—

(A) has not remarried,

(B) is not entitled to a widow's
insurance bhenefit,

(C) is not entitled to old-age
insurance henefits, or is entitled
to old-age insurance benefits each
of which is less than three-fourths
of the primary insurance amount
of such individual,

(D) has filed

mother’s insurance henefits
’

(E) at the .time of filing such
application has in her care a child
of such indjvidual entitled to a
child’s Insurance henofit, and

(Fz (1) in the case of a widow
was living with such individual a
the time of his death, or (ii) in the
case of a former wife divorced, was
receiving from such individual
(pursuant to agreement or court
order) at least one-half of her
support at the time of his death,
and the child roferred to in clause
(Ii) Is her son daughtcr, or legally
adopted child and tho benefits
referred to in such clause are pay-
able on the hasis of such individual’s

50545—84—T

agplication for -

97

AS AMENDED BY H. R. 9366

(E) is not entitled to old-age
insurance benefits, or is entitled to
old-age insurance benefits each of

_ which is less than three-fourths of

the primary insurance amount of

her deceased husband,
shall be entitled to a widow's insurance
benefit for each month, beginning with
the first month after August 1950 in
which she becomes so entitled to such
insurance benefits and ending with the
month preceding the first month in
which any of the following occurs: she
remarries, dies, or becomes entitled to
an old-age insurance henefit equal to or
exceeding three-fourths of the Primary
insurance amount of her deceased
husband,

(2) Such widow’s insurance benefit
for each month shall be equal to three-
fourths of the primary insurance amount
of her deceased husband.

* * * * *
Mother's Insurance Benefits

(g) (1) The widow and every former
wife divorced (as defined in-section 216
(d)) of an individual who died a fully
or currently insured individual after
1939, if such widow or former wife
divorced—

gA) has not remarricd,

B) is not entitled to a widow’s
ingurance benefit,

(C) is not entitled to old-age
insurance benefits, or is entitled
to old-age insurance benefits each
of which is less than three-fourths
of the primary insurance amount
of such individual,

(D) has filed application for
mother’s ingurance bencfits, or was
entitled to wife's insurance benefits
on the basis of the wages and self-
employment income of suzh indi-
vidual for the month prececing the
month in which he died,

(E) at the time of filing such
anlieation has in her care a child’
of such individual entitled to a
child’s insurance benefit, and

(F) () in the case of a widow,
was living with such individual at
the time of his death, or (il) in the
case of a former wife divorced, was
receiving from such individual
(pursuant to agreement or court
order) at least one-half of her
support at the time of his death,
and the child referred to in clausge
(E) is her son daughter, or legally
adopted child and tho benefits
referred to in such clause are pay-
able on the basis of such individual’s
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wages and self-employment income,
shall be entitled to a mother's insurance
henefit for each month, beginning with
the first month after August 1950 in
which she becomes so entitled to such
insurance benefits and ending with the
month preceding the first month in
which any of the following oecurs: no
child of such deceased individual s
entitled to n child’s insurance benefit,
such widow or former wife divorced
becomes entitled to an old-age insurance
benefit equal to or exceeding three-
fourths of the primary insurance amount
of such deceased individual, she becomes
entitled to a widow's insurance benefit,
she remarries, or she dies.  léntitlement
to such bencfits shall also end, in the
case of a former wife divoreed, with the
month immediately preceding the first
month in which no son, daughter, or
legally adopted child of such former
wife divoreed is entitled to a child’s
insurance benefit on the basis of the
wages and sell-employment income of
such deceased individual,

(2) Such mother’s insurance benefit
for each month shall be equal to three-
fourths of the primary insurance amount
of such deceased individual,

* * * * *

Lump-Sum Death Payments

(i) Upon the death, after August 1950,
of an individual who died a fully or cur-
rently insured individual, an amount
cqual to three times such individual's
primary insurance amount shall be
paid in a lump sum to the person, if
any, dotermined by the Administrator
to be the widow or widower of the
decensed and to have been living with
the deceased at the time of death, If
thore is no such person, or if such
person dics bofore receiving payment,
then such amount shall be paid to any
persong or persons, cquitably entitled
theroto, to the extent and in the pro-
portions that he or they shall have paid
the expenses of burinl of such insured

individual,  No payment shall be made
to any person under {his subscetion

unless applieation therefor shall have
been filed, by or on behalf of any such
person  (whethor or not legally com-
pefent), prior to the expiration of two
yvears after the date of death of such
insured individunl,  In the case of any
individual who died outside the forty-
cight States and the Distriet of Colum-
bhin after December 1953 and  hefore
July 19565, whose death oceurred whilo
he was in the active military or naval
serviee of the United States, and who
is returned to any of such States, thoe
District of Columbia, Alaska, Iawaii,
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wages and self-employment income,
shall be entitled to a mother's insurance
benefit for each month, beginning with
the first month after August 1950 in
which she becomes so entitled to such
insurance henefits and ending with the
month preceding the first month in
which any of the following occurs: no
child of such deceased individual is
entitled to a child’s insurance benefit,
such widow or former wife divorced
becomes entitled to an old-age insurance
benefit cqual to or exceeding three-
fourths of the primary insurance amount
of such deceased individual, she becomes
entitled to a widow's insurance benefit,
she remarries, or she dies. Entitlement
to such benefits shall also end, in the
case of a former wife divorced, with
the month immediately preceding the
first month in which no son, daughter,
or legally adopted child of such former
wife divorced is entitled to a child’s
insurance bhenecfit on the basis of the
wages and self-employment income of
such deceased individual,
- (2) Such mother’s insurance benefit
for each month shall be equal to three-
fourths of the primary insurance amount
of sueh deceased individual,

* * * * *

Lump-Sum Death Payments

(i) Upon the death, after August
1950, of an individual who died a fully
or currently insured individual, an
amount cqual to three times such indi-
vidual’'s primary insurance amount
shall be paid in a lump sum to the
person, if any, determined by the
Administrator to be the widow or
widower of the doceased and to have
beon living with the deceased at the
time of death., If thero is no such
person, of if such person dies before
receiving payment, then such amount
shall be paid to any person or porsons
cquitably entitled thereto, to the exten
and in the proportions that ho or they
shall have paid tho oxpenses of burial
of such insured individual. No pay-
mont shall be made to any person under
this subsection unless a}iplicution thore-
for shall have been filed, by or on
bohalf of any such porson (whether or
not legally competent), }n'ior to the
expiration of two years after the date
of death of such insured individual,
or unless such person was entitled to
wife’s or hushand’s insurance henefits,
on the hasis of the wages and seli-
employment income of such insured
individual, for the month precedin
the month in which such individua
died. In the case of any individual
who died outside the forty-cight States
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Puerto Rico, or the Virgin Islands for
interment or reinterment, the provisions
of the preceding sentence shall not
prevent payment to any person under
the second sentence of ‘his subsoction
il application for a lump-sum death
paviment with respeet to such deceased
individual is filed by or on behalf of
such person (whether or not legally
competent) prior to the expiration of
two years after the date of such inter-
ment or reinterment,

Application for Monthly Insurance
Benefits

(j) (1) An individual who would have
been entitled to a benefit under subsec-
tion (a), (b), (¢), (d), (e), (), (g), or (h)
for any month after August 1950 had he
filed application therefor prior to the end
of snc‘n month shall be entitled to such
henefit for such month if he files applica~
tion therefor prior to the end of the
sixth month immediately succeeding
such month, Any benefit for & month
prior to the month in which application
iy filed shall be reduced, to any extent
that may be nccessary, so that it will
not render erroneous any benefit which,
hefore the ﬂlingf of such application, the
Administrator has certified for payment
for such prior month,

(2) No application for any benecfit
under this section for any month after
August 1950 which is filed prior to three
months hefore the first month for which
the applieant becomes entitled to such
benefit shall be accepted as an applica-
tion for the purposes of this section; and
any application (iled within such three
months’ period shall be decmed to have
been filed in such first month,

* * * * *
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and the District of Columbia after
December 1953 and before July 1955,
whose death occurred while he was in
the active military or naval scrvice of
the United States, and who is returned
to any of such States, the District of
Columbia, Alaska, Hawaii, Puerto Rico,
or the Virgin Islands for interment or
reinterment, the rrovisions of the pre-
ceding sentence shall not, prevent pay-
ment to any person under the second
sentence of this subsection if applica-
tion for a lump-sum death payment
with respect to such deceased individual
if filed by or on behalf of such person
whether or not legally competent)
prior to the expiration of two ycars
after the date of such interment or
reinterment.

Application for Monthly Insurance
Benefits

(j) (1) Anindividual who would have
been entitled to a benefit under subsec-
tion (a), (b), (c), (d), (e), (f), (g), or (h)
for any month after August 1950 had
he filed application therefor prior to the
end of such month shall be entitled to
such benefit for such month if he files
application therefor prior to the end of
the twelfth month immediately succeed-
ing such month. Any benefit for a
month prior to the month in which
application is filed shall he reduced, to
any. extent that may be nccessary, so
that it will not render erroncous any
benefit which, hefore the filing of such
application, the Administrator has cer-
tified for payment for such prior month,

(2) No application for any benefit
under this section for any month after
August 1950 which is filed prior to three
months hefore the first month for which
the applicant becomes entitled to such
benefit shall be accepted ag an applica-
tion for the purposes of this section; and
any application filed within such {hrec
months’ period shall be deemed to have
been filed in such first month,

* * * * *

Minimum Survivor’s or Dependent’s
Benefit

(m) In any case in which the benefit
of any individual for any month under
this section (other than subsection (a))
is, prior to reduction under subsection
(k) (3), less than $30 and no other
individual is éwithout the application
of seotion 202 (j) (1)) ontitled to a bene-
fit under this scetion for such month on
tho basis of the samo wages and self-
employment income, such benofit, for
such month shall, prior to reduction
under such subseotion (k) (8), be
inoreased to $30,
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HEDUCTION OF INSURANCE BENEFITS

Maximum Benefits

Skc. 203, (a) Whenever the total of
monthly benefits to which individuals
are entitled under section 202 for a
month on the basis of the wages and
self-employment income of an insured
individual excecds $168.75, or is more
than $45 and exceeds 80 per centum of
his average monthly wage (as deter-
mined under subsection (b) or (¢) of
section 215, whichever is applicable),
such total of benefits shall after any
deductions under this section, be re-
duced to $168.75 or to 80 per centum
of his average monthly wage, which-
ever is the lesser, but in no case to
less than $45, except that when any of
such individuals so entitled would (bui
for the provisions of section 202 (k) (2)
(A)) be entitled to child’s insurance
benefits on the basis of the wages and
self-employment income of one or more
other insured individuals, such total of
benefits  shall, after any deductions
under this section, be reduced to $168.75
or to 80 per centum of the sum of the
average monthly  wages of all such
insured individuals, whichever is the
lesser, but in no case to less than $45.
Whenever a reduction is made under
this subsection, each benefit, except the
old-age insurance benefit, shall be pro-
portionately decreased,

Deductions on Aceount of Work or
IFailure to Have Child in Care

(h) Deductions, in such amounty and
at such time or times as the Admin-
istrator shall determine, shall be made
from any payment or payments under
this title to which an individual is
entitled, until the total of such dedue-
tions oquals such individual’s henefit
or benefits under section 202 for any
month—-

(1) in which such individual is
under the age of seventy-five and
in which he rendered services for
wages (as determined undor section
209 without regard to subsection
(a) thercof) of more than $75; or

(2) in which such individual is
under the age of severty-five and
for which month he is charged,

under the provisions of subsection

(o) of this section, with net earn-
ings from solf-ompioyment of more
than $76;.or

SOCIAL SECURITY AMENDMENTS OF 1954
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REDUCTION OF INBURANCE RBENEFITS

Maximum Benefits

Src. 203. (a) Whenever the total of
monthly benefits to which individuals
are entitled under section 202 for ‘a
month on the basis of the wages and
self-employment income of an insured
individual is more than $50 and exceeds
(1) 80 per centum of his average monthly
wage, or (2) one and one-half times hiyg
primary insurance amount, whichever
is the greater, such total of benefits
shall, after any deductions under this
section, be reduced to 80 per centum of
his average monthly wage or to one and
onc-half times his primary insurance
amount, whichever is the greater, but
in no case to less than $50; except that
when any of such individuals so entitled
would (hut for the provisions of section
202 (k) (2) (A)) be entitled to child’s
insurance benefits on the basis of the
wages and sclf-employment income of
one or more other insured individuals,
such total of henefits, after any deduc-
tions under this scction, shall not be
reduced to less than 80 per centum of
the sum of the average monthly wages
of all such insured individuals. In any
case in which the total of the henecfits
referred to in the preceding sentence,
after reduction (if any) thereunder, is
more than $200, such total shall, not-
withstanding the provisions of such
sentence, be reduced to $200. When-
over & reduction is made under this
subscetion, each benefit, except the
old-age insurance henefit, shall be pro-
purtionately deereased.

Deductions on Account of Work or
Failure to Have Child in Care

(h) Deductions, in such amounts and
at such time or times as the Admin-
istrator shall determine, shall be made
from any payment or payments under
this title to- which an individual iy
entitled, until the total of such deduc-
tions equals such individual's benefit
or benefits under section 202 for any
month—

(1) in which such individual is
under the age of seventy-two and
for which month he is charged with
any earnings under the provisions
of subsection (e) of this section; or

(2) in which such individual is
under the age of seventy-two and
on seven or more different calendar
days of which he engaged in non-
covered remunerative activity out-
side the United States; or
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(3) in which such individual, if
a wife under retirement age on-
titled to a wife's insurance benefit,
did not bhave in her care (indi-
vidually or jointly with hor hus-
band) a child of her husband
entitled fto a child’s insurance
bhenefit; or

(4) in which such individual, if
a widow entitled to a mother's
insurance bonofit, did not have in
her care a child of her deceased
husband entitled to a child’s in-
s.arance benefit; or .

‘6) in which such individual, if
a former wife divorced entitled to
a mocthor's insurance benofit, did
not have in hor care a child, of her
deceased former husband, who (A)
is her son, daughter, or legally
adopted child and (B) is entitled to
a child’s insurance benefit on the
basis of the wages and self-employ-
ment income of her deceased
former husband.

Deductions From Dependents’ Benefits
Because of Work by Old-Age Insur-
ance Beneficiary

(¢) Deductions shall be made from
any wife's, hushand’s, or child’s insur-
unce henefit to which a wife, husband,
or child is entitled, until the total of
such deductions equals such wife’s,
husband’s, or child’s insurance benefit
or benefits under scction 202 for any
month—

(1) in which the individual, on
the basis of whose wages and self-
employment income such bonofit
was payable, is under the age of
seventy-five and in  which he
rendored services for wages (as
determined under section 209 with-
out regard to subsection (a) thereof)
of more than $75; or

(2) in whieh the individual re-
ferred to in paragraph (1) is
under the age of seventy-five and
for which month he is charged,
under the provisions of subsec.ion
(6) of this section, with net earn-
ings from self—enmloyment of more
than $76.

Occurrence of More Than One Kvent

(d? If more than one of the events
speeified in subsections (b) and (e)
occurs in any one month which would
ocenslon deductions equal to a benefit
for such month, only an amount equal
to such benefit shall bo deducted. The
charging of net carnings from self-
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(3) in which such individual, if
a wife under retirement age en-
titled to a wife’s insurance bencfit,
did not have in her care (indi-
vidually or jointly with her hus-
band) a child of her husband
entitled to a child’s  insurance
benefit; or

(4) in which such individual, if
a widow entitled to a mother’s
insurance henefit, did not have in
her care a child of her deceascd
husband entitled to a child’s
insurance henefit; or .

(6) in which such individual, if
a former wife divorced entitled to
a mother’s insurance benefit, did
not have in her care a child, of her
deceased former husband, who (A)
is her son, daughter, or legally
adopted child and (B) is entitled
to a child’s insurance benefit on
the basis of the wages and self-
employment income of her deccased
former husband.

~

Deductions From Dependents’ Benefits
Because of Work by Old-Age Insur-
ance Beneficiary

(¢) Deductions shall be made from
any wife's, hushand’s, or child’s insur-
ance benefit to which a wife, husband,
or child is entitled, until the total of
such deductions equals such wife’s,
husband’s, or child’s insurance benefit
or benefits under section 202 for any
month—

(1) in which the individual, on
the basis of whose wages and self-
employment income such benefit
was payable, is under the age of
seventy-two and for which month
he is charged with any earnings
under the provigsions of subscction
(c) of this section;

(2) in which the individual re-
forred to in paragraph (1) is under
the age of seventy-two and on
geven or more diﬂ}(’arent calendar
days of which he engaged in non-
covered remunerative activity out-
side the United States.

Occurrence of More Than One Event

(d) If more than one of the eventy
specified in subsections (b) and (c)
oceurs in any one month which would
occasion deductions equal to a benofit
for such month, only an amount equal
to such benefit shall be deducted. The
charging of carnings to any month shall
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employment to any month shall be be treated as an event occurring in such
trented ng an event occurring in the month.

month to which such nev earnings are
charged,

Months to Which Net Farnings From
Self-Employment Are Charged

(¢} IFor the purposes of subsections
by and (¢)--

(1) If an individnal’s not enrn-
ings from self-employment for his
taxable yoar are not more than the
product of $75 times tha number of
months in such year, no month in
stuch year shall be charged with
more than %75 of net carnings from
self-employment.,

(2) 1f an individual’s net oarn-
ings from solf-omploymaent for his
tnxable vonr are moro than tho
product of £75 timoes the number of
monthy in such year, onch month of
stich yoar shall bo charged with $75
of not enrnings from self-omploy-
mont, and the amount of such net
carnings in oxcess of sueh produet
shall bo further chargod to months
as follows: Tho first $75 of such
excess shall be charged to the last
month of such taxable year, and
the balance, if any, of such excess
shall be charged at the rate of $75
per month to ench preceding month
in such year until all of such hal-
ance has been applied, except that
no part. of such excess shall be
charged 1o any month (A) for
which  such individual was not
entitled to a benefit under this
title, (1B) in which an event de-
seribed in paragraph Sl), ), 1),
or (6) of subsection (b) oceurred,
(€) in which such individunl was
age seventy-five or over, or (D) in
which such individual did not en-
page in self-omployment,

Months to Which Earnings Are Charged

(e) (1) If an individual’s earnings
for a taxable year of {welve months
are not more than 1,200, no month
in such year shall be charged with
any carnings, If an individual’s
carnings for a taxable vear of less
than twelve months are not more
than $100 times the number of
months in such vear, no month in
such year shall be charged with any
earnings,

(2) If an individual's carnings
for a taxable year of twelve monthsy
are in excess of $1,200, the amount
of his carnings in excess of $1,200
shall bhe charged to months as
follows: The first $80 of such excess
shall be charged to the last month
of such taxable year, and the
balance, if any, of such excess shall
be charged at the rate of $80 per
month to each \)rcce(liug month in
such year to which such charging is
not prohibited by the last sentence
of this paragraph, until all of such
balance has been applied.  If an
individual’s carnings }or a taxable
year of less than twelve months
are more than the product of $100
times the number 0; months in such
yvear, the amount of such earnings
in excess of such produet shall bhe
charged to months asg follows: The
first, %80 of such excess shall he
charged to the last month of such
taxable year, and the balance, if
any, shall be charged af the rate of
80 per month to each preceding
month in such yecar to w]lich auch
charging is not prohibited by the
lngt sentence of this paragraph,
until all of such balance hag been
applied, Notwithstanding the pre-
ceding provisions of this paragraph,
no part of the excess referred to in
such provisions shall be charged to
any month (A) for which the indi-
vidual whose earnings arve involved
was not entitled to a bonefit under
this title, (13) in which an cvont
deseribed in ‘mmgrnph (2), B, ),
or (5) of subseetion (b) oceurred,
(¢ In which such individual was
age seventy-two or ovoer, or (D) in
which sueh individual did not en-
gage in self-employment. and did
not render gorvices for wagoes (de-
termined as provided in paragraph
gig)oof this subsection) of more than
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(3) (A) Asused in paragraph (2),
the term “last month of such tax-
able year” means the latest month
in such year to which the charging
of the execess deseribed in such
paragraph is not prohibited by the
application of clauses (A), (B), ((),
and (D) thereof,

(B) TFor the purposes of clause
(D) of paragraph (2), an individual
will be presumed, with respect to
any month, to have been engaged
in sclf—enmioyment in such month
until it is shown to the satisfaction
of the Administrator that such in-
dividual rendered no substantial
services in such month with respect
to any trade or business the net
income or logs of which is includible
in computing his net earnings from
self-clm,)loyment for any taxable
yvear, The Administrator shall by
regulations preseribe tho methods
and criteria for determining whether
or not an individual has rendered
substantial servicesiwith respect_to
any trade or business,

-~
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(3) (A) Asused in paragraph (2),
tho term ‘“last month of such tax-
able year’” means the latest month
in such year to which the charging
of the oxcess deseribed in such
paragraph is not prohibited by the
application of clauses (A), (B), (C),
and (D) thereof.

(B) For purposes of clause (D)
of paragraph (2)—

(’i) An individual will be pre-
sumed, with respeet to any month,
to have been engaged in self-em-
ployment in such month untjl it is
shown to the satisfaction of tho
Secretary that such individual
rendeored no substantial services in
such month with respect to any
trade or business the net income or
loss of which is includible in com-
puting (as provided in paragraph
(4) of this subsection) his net earn-
ings or net loss from self-employ-
ment for any taxable year, The
Sceretary shall by regulations pre-
seribe the mothods and criteria for
determining whether or not an
individual has rendered substantial
services with respect to any trade
or business,

(1)) An individual will be pre-
sumed, ‘with respect to any month,
to have rendered services for wages
(determined as provided in para-
graph (4) of this subscetion) of
more than $80 until it is shown to
the satisfaction of the Secretary
that such individual did not ronder
such services in such month for
more than such amount,.

(4 (A) An individual’'s earnings
for a taxable year shall ho (i) the
sum of his wages for services
rendered in such year and his net
carnings from self-employment for
such year, minus (ii) any net loss

from self-omployment for such
year,
(B) In detormining an indi-

vidual’s net loss from self-employ-
moent for purposes of subparagraph
(A) of this paragraph and sub-
paragraph (BS of paragraph (3)
the provisions of section 211 shall
bhe applicable; and any excess of
deductions over incomo resulting
from such a computation shall bo
hig net losa from solf-cmployment.

(C) For purposes of this sub-
seotion, an individual’s wages shall
be computed without regard to the
limitations as to amounts of re-
muneration speeified in  seotion
209 (a).
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Penalty for Failure To Report Certain
Iivonts

(f) Any individual in rocolpt of hene-
fits subjeet to deduction under subsoc-
tion (b) or (¢) (or who is in receipt of
such  bonofits  on behalf of another
individual), beeanso of the oceurrenco of
an event specified therein (other than
an event deseribed in subsecetion (b) or
(©) (2)), shall report such oceurrence to
the Administrator prior to the receipt
and acceptance of an insurance benefit
for the second month following the
month in which sueh event oceurred.
Any guch individual having knowledge
thereof, who falls to report any such
occurrence, shall suffer an additional de-
duction equal to that imposed under
subsection () or (¢), except that the
first. additional deduction imposed by
this subsection in the case of any in-
dividual shall not exeeed an amount equal
to one month’s benefit even though the
failure to report is with respect to more
than one month,

of  Not
Solf-Fmployment.

Administrntor

Rulpnrl» {0
From

sarnings

(1) (O 11 an individual is ontitled to
any monthly ingurance bonofit. undor
soction 202 during any taxable yoar in
which ho has net carnings from self-
omploymant in oxcoss of the product of
$76 timos the numbaor of months in such
yoar, such individual (or the individual
who is In roceipt of such bonofit on his
bhohalf) shall make a roport to the
Administrator of his not ensnings from
solf-omploymaent for such taxablo vear,
Such roport shall bo made on or before
the fifteonth day of tho thirtd month fol-
lowing tho close of such year, and shall
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(6) For purposes of this subsec-
tion, wages &et‘ermined a8 pro-
vided in paragraph (4) (C)) which,
according to reports received by
the Seccretary, are paid to an
individual during a taxable year
shall be presumed to have been
paid to him for services performed
i such year until it is shown to
the satisfaction of the Secretary
that they were paid for services
%)crformcd in another taxable year.
f such reports with respect to an
individual show his wages for a
ealendar year, such individual's
taxable year shall be presumed to
be a calendar year for purposes
of this subsection until it 18 shown
to the satisfaction of the Secretary
that his taxable year is not a
calendar year.

Penalty for Tailure To Report Certain

Isvents

(f)y Any Individual in receipt of bene-
fity subject to deduction under sub-
seetion (b) or (¢) (or who is in receipt
of such benefits on behalf of another
individuel), beceause of the oceurrence
of an event speeified therein (other than
an event speeified in subsection (b) (1)
or (¢) (1)), who fails to report such
oceurrence to the Seeretary prior to the
receipt and neceptanco of an insurance
benefit. for the second month following
the month in which such avent oceurred,
shall suffer an  additional  deduction
equal to that imposed under subsection
(M or (¢), except that the first additional
deducetion imposed by this subsection in
the ease of any individual shall not
exceed an amount eausl to one month’s
henefit. even though the failure to report
is with respeet to more than one month,

Report of Farnings to Seeretary

() (1) If an individual is entitled to
any monthly insurance benefit under
soction 202 during any taxable year in
which he has earnings or wages, as com-
puted Imrmumt to paragraph (4) of
subseetion (e), in excess of the product
of $100 times the number of months in
such year, such individual (or the indi-
vidual who is in receipt of such benefit
on his behalf) shall make a report to the
Sceretary ot his earnings (or wages) for
such taxable year,  Such raport shall he
made on or before the fifteonth day of
the third month following the close of
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contain such information and be made
in such manner as the Administrator
may by regulations prescribe. Such
report need not be made for any taxable
year beginning with or after the month
in which such individual attained the
age of seventy-five,

(2) If an individual fails to make a
report required under paragraph (1),
within the time prescribed therein, of his
net earnings from self-employment for
any taxable year and any deduction is
imposed under subsection (b) (2) by
reason of such net earnings—

(A) such individual shall suffer
one additional deduection in an
amount equal to his benefit or
benefits for the last month in such
taxable year for which he was en-
titlled to & benefit under section 202;
an

(B) if the failure to make such
report continues after the close of
the fourth calendar month follow-
ing the close of such taxable year,
such individual shall suffer an addi-
tional deduotion in the same
amount for each month during all
or any part of which such failure
continues after such fourth month;

except that the number of the additional
deductions required by this paragraph
shall not exceed the number of months in
such taxable year for which such indi-
vidual reccived and accepted insuranco
benefits under section 202 and for which
deduotions are imposed under sub-
seetion (b) (2) by reason of such not
earnings from self-employment, If more
than one additional deduction would bho
imposed ‘under this paragraph with
respect to a failure by an individual to
file a report required by paragraph (1)
and such faflure is the first for which any
additional deduotion is imposed under
this Fam ra{)h, only one additional de-
duction shall be imposed with respect to
such first failure,

(3) If tho Administrator determines,
on the basis of information obtained by
or submitted to him, that it may rea-
sonably be expected that an individual
entitled to benefita under seotion 202
for any taxable year will suffer deduc-
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such year, and shall contain such infor-
mation and be made in such manner as
the Administrator may by regulations
pregeribe. Such report need not be
made for any taxable year heginning
with or after the month in whi(ﬁx such
individual attained the age of seventy-
two,

(2) If an individual fails to make a
report required under paragraph (1),
within the timo prescribed therein, for
any taxable year and any deduction is
imposed under subsection (b) (1) by
reason of his earnings for such yoar, he
shall suffer additional deductions as
follows:

(A) if suoh failure is the first one
with respect to which an additional
deduction is imposed under this
paragraph, such additional deduc-
tion shall be equal to his bene-
fit or henefits for the last month of
such year for which he was entitled
to a benefit under section 202;

(B) if such failure is the second
one for which an additional deduc-
tion is imposed under this para-
graph, such additional deduction
shall be equal to two times his
benefit or benofits for the last
month ,of such year for which he
was ontitled to a benefit under
seotion 202;

(C) if such failure is the third or &
subsequont one for which an addi-
tional deduction is imposed under
this paragraph, such additional
deduction shall he equal to three
times his benefit or bonefits for the
1ast month of such year for which he
was entitled to a benefit under
section 202;

except that the number of the additional
deductions required by this paragraph
with respeet to a failure to report earn-
ings for a taxable year shall not execeod
the number of months in such year for
which such individual rcceived and
acoeepted insurance bhenefits under sec-
tion 202 and for which deductions are
imposed undor subseetion (b) (1) by
reason of his carnings, In determining
whether a fallure to report earnings is
the first or a subsequont failure for any
individual, all taxable years ending
priov to the imposition of the first addi-
tional deduction under this paragraph,
other than the latest one of such years,
ghall be disregarded.

(3) If the Administrator determines,
on the basis of information obtained by
or submitted to him, that it may rea-
sonably be expected that an individual
entitled to bhenefits under section 202
for any taxable year will suffer dedue-
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tions imposed under subsection (h) (2)
by reason of his net earnings from self-
embloyment for such year, the Adminis-
trator may, bhefore the close of such
taxable year, suspend the payvment for
each month in such year (or for only
such months as the Administrator may
specify) of the benefits payable on the
hazis of sueh individual's wages and self-
employment income; and such suspen-
sion shall remain in cffect with respect
to the benefits for any month until {the
Administrator has determined whether
or not any deduetion is imposed for such
month under subsection (b). The Ad-
ministrator is authorized, before the
close of the taxable year of an individual
entitled to benefits during such year, to
request. of such individual that he make,
at such time or times as the Adminis-
trator may specify, a declaration of his
estimated net earnings from self-employ-
ment for the taxable year and that he
furnish to the Administrator such other
information with respect to such net
carnings as the Administrator may spe-
cify, A failure by such individual to
comply with any such request shall in
itself constitute justification for a de-
termination under this paragraph that
it may reasonably be expected that the
individual will suffer deductions im-
posed under subsection (h) (2) by reason
of his net earnings from self-employmeni
for such year.

* * » * *

Deduetions With Respeet to Certain
Lump-Sum Payments

(1) Deductions shall also be made
from any old-age ingurance bhonefit to
which an individual i entitled, or from
any other insuranco henefit payable on
the basis of sueh individual’s wages and
self-employment ineome, until such de-
ductions total the amount of any lump
sum paid to such individual under sec-
tion 204 of the Social Sceurity Act in
forco prior to the date of enactment of
}l})c;{SO(:iﬂl Sceurity Act Amendments of

939,

SOCIAL, SECURITY AMENDMENTS OF 1954

AS AMENDED BY H. R, 9366

tions imposed under subsection (b) (1)
by reason of his earnings for such year,
the Administrator may, before the close
of such taxable year, suspend the pay-
ment for each month in such year (or
for only such months as the Adminis-
trator may specify) of the benefits pay-
able on the basis of such individual’s
wages and self-employment income; and
such suspensfon shall remain in effect
with respect to the benefits for any
month until the Administrator has de-
termined whether or not any deduction
is imposged for such month under sub-
seetion (b), The Administrator is au-
thorized, before the close of the taxable
year of an individual entitled to benefits
during such year, to request of such
individual that he make, at such time
or times as the Admimstrator may spe-
cify, a declaration of his cstimated earn-
ings for the taxable year and that he
furnish to the Administrator such other
information with respect to such earn-
ings as the Administrator may specify,
A failure by such individual to comply
with any such request shall in itself
constitute justification for a determina-
tion under this paragraph that it ma

reasonably be expected that the indivi-
ual will suffer deductions imposed under
subscetion (b) (1) by reason of his earn-
ings for such ycar, If, after the close
of a tarable year of an individual on-
titled to benefits under seetion 202 for
such year, the Scerotary requests such
individual to furnish a report of his
earnings (as computed pursuant to para-
graph (4) of subscection (e)) for such
taxablo year or any other information
with respect to such earnings which the
Secretary may speeify, and tho individ-
ual falls to comply with such request,
such fallure shall in itself constitute
justification for a determination that
such individual’s benefits are subjeot to
deductions under subseotion (b) (1) for
each month in such taxable year (or
only for such monihs thercot as the
Seeretary may specify) by reason of his
carnings for such year,

» * L4 * ¥

[(i) Ropealed.)
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Attainment of Age Seventy-five

(7 For the purposes of thig section,
an individual shall be considered as
seventy-five years of age durlng the en-
tire month in which he attains such age,

OVERPAYMENTH AND UNDERPAYMBNTS

S, 204, (a?- Whenever an error has
been made with respect to payments to
an individual under thig title (including
payments made leor to January 1,
1940), proper adjustments shall he
made, undér regulations preseribed by
tho Administrator, by increasing or
decreasing  subsequent paymonts to
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Attalnment of Ago Seventy-two

(j) For the purposes of this section,
an individual slmlll be considered as
seventy-two years of age during the en-
tire monuh in which he attains such age.

Noncovered Remunerative Aclivity
Outside the United States

(k) An individual shall be considered
to be engaged in noncovered remuner-
ative activity outside the United Stales
if he performs services outside the
United States as an employee and such
services do not constitute employment
as defined in section 210, or if he carries
on a trade or business outside the
United States (other than the perform-
ance of service as an employee) the net
income or loss of which (1) is not in-
cludible in computing his net earnings
from self-employment for a taxable
year and (2) would not be excluded
from net earnings from  self-employ-
ment, if carried on in the United States,
by any of the numbered paragraphs of
section 211 (a), When used in the pre-
ceding sentence with respect to o trade
or business (other than tho perform-
ance of service as an employee), tho
term “United States” does not includo
Puerto Rico or the Virgin Islands in the
case of an alien who i not a resident of
the United States (ncluding Puerto
Rico and the Virgin Islands); and the
term ‘“trade or bhusiness' shall have the
same meaning ng when used in soction
10210f the Internal Revenue Code of
19564,

Good Cause for T'ailure Lo Mako
Reports Required

(I The failure of an individual to
make any report required by subsection
() or (¢) within the time preseribed
therein shall not be regarded as such a
failuro if it is shown to the satisfaction
of the Seeretary that he had good causo
for failing to make such report within’
such time, 'The determination of what
constitutes good cause for purposes of
this subsection shall be made in accord-
anco with regulations of the Seorctary.

OVERPAYMENTHS AND UNDERPAYMENTH

Sno. 204, (u? Whonever an error has
bheon made with respect to payments to
an individual under this title (including
payments made ‘)rior to January 1,
1040), proper adjustments shall he
made, under, regulations {)rcscribed by
the -Administrator, by inocreaging or
decrensing  subsequont payments to
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which sueh individual is entitled, [If
such individual dies before such adjust-
ment hag been completed, adjustment
shall be made by increasing or decreasing
subsequent benefits payable with respect
to the wages which were the basis of
benefits of such deceased individual,

* * #* * *
EVIDENCE, PROCEDURE, AND CERTIFICA-
TION FOR PAYMENT

Sie, 2056, a) The Administrator shall
have full power and authority to make
rules and regulations and to establish
procedures, not inconsistent with the
provisions of this title, which are neces-
sary or appropriste to carry out such
provisions, and shall adopt reasonable
and proper rules and regulations to
regulate and provide for the nature and
extent of the proofs and evidence and
the method of taking and furnishing the
same in order to establish the right to
benefits hercunder.

* * * * *

Crediting of Compensation Under the
Railroad Retirement Act

(0) If there is no person who would
be entitled, upon application therefor,
to an annuity under sccetion 5 of the
Railroad Retirement Act of 1037, or to
a lump-sum payment under subsection
(N (1) of such seetion, with respect to
the death of an employee (as defined
in auch  Aect), then, notwithstanding
seetion 210 (a) (10) of this Aect, com-
kmmmtinu (as defined in such Railroad
tetirement Aet, but excluding com-
pensation attributable ag having been
paid during any month on account of
military service ereditable under scetion
4 of such Act if wages are deemed to
have been paid to sueh employee during
such month under subsection (a) or (¢)
of seetion 217 of this Act) of such em-
ployce shall constitute remuneration for
employment for purposes of determining
(A) entitlement to and the amount of
any lump-sum death payment under
this title on the basis of such employeoe’s
wages and self-employment income and
(B) entitlement to and the amount of
any monthly henefit under this title, for
tne month in which such employeo died
or for any month thereafter, on the
basis of such wagaes and self-employment
incoma, Ior such purposes, componsa-
tion (as so defined) paid in a calendar
vear shall, in tho absence of evidence to
the contrary, be presumed to have been
paid in equal proportions with respect
to all months in the year in which the
employee rendered services for such

compensation,
* * » *
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which such individual is entitled, 1If
such individual dies hefore such adjust-
ment has been completed, adjustment
ghall be made by increasin;f or decreasing
subsequent benefits payable with respeot
to the wages and self-employment
income which were the basis of benefils
of such deceased individual,
* * * * *

EVIDENCE, PROCEDURE, AND CERTIFICA-
TION FOR PAYMENT

Skc, 205. () The Administrator shall
have full power and authority to make
rules and regulations and to establish
procedures, not inconsistent with the
provisions of this title, which are neces-
sary or appropriate to carry out such
provisions, and shall adopt rcasonable
and proper rules and regulations to
regulate and provide for the nature and
extent of the proofs and evidence and
the method of taking and furnjshing the
same in order to establish the right to
benefits hereunder,

* * * * *
Crediting of Compensation Under the
Railroad Retirement Act

(o) If thero is no person who would
be entitled, upon application therefor,
to an annuity under section 6 of the
Railroad Retirement Act of 1937, or to
a lump-sum payment under subsection
(f)y (1) of such soction, with respect to
the death of an employee (as defined
in such Act), thon, notwithstanding
section 210 (aB (9) of this Act, com-
Yensati(m (as defined in such Railroad
tetirement Aot, but oxcluding compen-
sation attributable as having been paid
during any month on aceount of military
service creditable under scotion 4 of
such Act if wages are deomed to have
been {mld to such employee during such
month under subsection (a) or (e) of
seetion 217 of this Act) of such om-
ployee shall constitute remuneration for
omployment for purposes of determining
(A) ontitlement to and the amount of
any lump-sum death payment under
this title on the basis of such employec’s
wages and self-omployment income and
(B) ontitlement to and the amount of
any monthly benefit undor this title, for
the month in which such employee died
or for any month thereafter, on the
basis of such wages and self—enuxploy~
ment income, For such purposes, com-
pensation (as so defined) paid in a
calendar year shall, in the absence of
evidence to the rontrary, be presumed
tc have been paid in e(Lual proportiong
with reaﬁeot to all months in the year in
which the employee rendered services
for sugh wmpensation, .
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PENALTIES

Sec. 208. Whoever, for the purpose
of oausing an increase in any payment
nuthorized to be made under this title,
or for the purpose of causing any pay-
ment to be made where no payment is
authorized under this title, shall make
or cause to be made any false statement
or representation (including any false
statement or representation in connec-
tion with any matter arising under
subchapter K of chapter 1 or subchapter
A or I of chapter 9 of the Internal
Revenue Code) as to the amount of
any wages paid or received or the period
during which earned or paid, or whoever
makes or causes to he made any false
statement of a material fact in an
application for any payment under th
title, or whoever makes or causcs to be
made any false statement, representa-
tion, affidavit, or document in connec-
tion with such an application, shall be
guilty of a misdemeanor and upon
uonvi'ction thercof shall be fined not
more than $1,000 or imprisoned for not
more than one year, or both,

DEFINITION OF WAQGES

Ske, 209, For the purposes of this
title, the term ‘‘wages” moans romu-
neration pald prior to 1961 which was
wages for tho purposes of this title
nnder tho law applicable to the payment
of such remuneration, and romuneration
paid after 1950 for employment, includ-
ing the eash value of all remuncration
pald in any medium other than cash;
except that, in the case of romuneration
wid after 1950, such term shall not
incelude—-

(a) Thot part of the romunera-
tion which, after remuneration
(other than remunoration roferred
to in tho #suecceoding subsections
of this seotion) equal to $3,000
with respect to omploviment has
been paid to an individual during
any calendar year, is pald to such

individual during such ecalendar
yoar;
* * * * *
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PENALTIES

Skc, 208, Whoever, for the purpose of
oausing an increase in any payment au-
thorized to be made under this title, or
for the purpose of causing any payment
to be made whore no payment is au-
thorized under this title, shall make or
cause to bo made any false statomont
or representation (including any falso
statement or ropresentation in connee-
tion with any matter arising under
subohapter T of chapter 1 or subchapter
A or 1 of chapter 9 of the Internal
Revenue Code) as to the amount of
any wages paid or received or the period
during which earned or paid or as to tho
amount of net earnings from self-
employment derived or the period dur-
ing which derived, or whoever makes or
causes to be made any false statoment
of a material fact in any application for
any payment under this title, or who-
ever makes or causes to he made any
false statement, ropresentation, affi-
davit, or document in connection with
such an application, shall be guilty of
a misdemeanor and upon conviction
thoreof shall bo fined not more than
$1,000 or imprisoned for not more than
one year, or both,

DEFINITION OF WAGQES

Skc, 209. For tho purposes of this
title, the torm ‘“wagos' moans remu-
neration paid prior to 1961 which was
wagoes for tho purposes of thig title
undor the law applicable to the paymont
of such romuncration, and remuncration
}mid aftor 1950 for omployment, includ-
ng tho cash value of all remuncration
paid in any medium othor than oash;
oxcept that, in tho case of remunora-
tion paid after 1960, sueh torm shall not
include—

(a) (1) That part of remunera-
tion  which, aftor remunoration
(other than remunoration referred
to in tho succoeding subseoctions
of this seotion) equal to $3,600 with
respect to om‘)loymcnt fas been
pald to an individual during any
calendar year yprior to 1006, is
paid to suoh individual during
such calendar yoar;

(2) That part of remuncration
which, after remunoration (other
than remunoration referred to in
the succeeding subseotions of this
section) equal to $4,200 with re-
spect to employmont has been
paid to an individual during any
calendar year after 1064, is paid
to such individual durfng such
calendar year;

* * * * *
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() (1) Remuneration paid in
any medium other than cash to an
employee for service not in the
course of the cmployer's trade or
business or for domestie serviee in a
private home of the employer;

(2) Cash remuneration paid by
an cmployer in any ealendar quarter
to an employee for domestic service
in a private home of the employor,
if the eash remuneration paid in the
quarter for such serviee is less than
$50 or the employee is not regularly
employed by the employer in such
quarter of payment, Ifor the pur-
poses of this paragraph, an em-
ployee shall be deented to be regu-
larly employed by an employer
during a ealendar quarter only if
(A) on cach of some twenty-four
dayvs during the quarter the em-
ployee performs for the employer
for some portion of the day domes-
tic servico in a private home of the
cemployer, or (BB) tho employee was
regularly employed (as determined
under clause (A)) by the employer
in the performanco of such service
during the preceding calendar quar-
ter.  Asused in this paragraph, the
term “domestic service in a private
home of the employer” does not
inclwde service deseribed in section
2101 (1) (5);

(h) Remuncration paid in any
medium other than eash for agri-
cultural lnbov;

SOCIAT, SECURITY AMENDMENTS OF 1954
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(g) (1) Remuneration paid in
any medium other than cash to an
employee for service not in the
course of the cmployer’s trade or
business or for domestic service in a
private home of the employer;

(2) Cash remuneration paid by
an employer in any ealendar quar-
ter to an employee for domestic
service in a private home of the em-
plover, if the cash remuneration
paid in such quarter by the em-
ployer to the employee for such
service is less than $60.  As used in
this paragraph, the term ‘“‘domestic
service in a private home of the
employer’”’ does not include service
desceribed in scetion 210 (f) (5);

(8) Cash romuneration paid by
an employer in any calendar quarter
to an employee for service not in the
course of the employer’s tiado or
business, if the eash remuneration
paid in such quarter by the em-
ployer to the employee for such
sorvice is less than $560,  As used in
this paragraph, the term “service
not in the course of tho employer’s
trade or business” does not include
domestic servico in a privato home
of the employer and does not in-
clude servico deseribed in section
210 (f) (B);

(h? (6))] I’{mmmemtion pald in an
medium other than cash for agri-
cultural lahor;

(2) Cash remuncration paid by
an employer in any calendar
quarter to an employco for agri-
cultural Iabor, if the cash remunera-
tion paid in such quarter by tho
employer to the employee for such
labor 18 less than $50;

* * * * *
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DEFINITION OF EMPLOYMENT

Skc. 210, For the purposes of this
title—
Employment

(n) The term “employment’’ means
any service performed after 1936 and
prior to 1951 which was employment for
the purposes of this title under the law
applicable to the period in which such
service was performed, and any scrvice,
of whatever nature, performed after
1950 either (A) by an employee for the
person employing him, irrespective of
the citizenship or residence of either, (i)
within the United States, or (ii) on or in
connection with an American vessel or
American aircraft under a contract of
service which is entered into within the
United States or during the performance
of which and while the employee is
employed on the vessel or aireraft it
touches at 8 port in the United States,
if the employee is employed ¢n and in
conneetion with such vessel or aircraft
when outside the United States, or (B)
outside the United States by a citizen
of the Unitod States as an employee for
an American employer (as r\e(’med in
subsection (¢)); except that, in the case
of servico performed after 1960, such
term shall not include—

' 51) (A) Agricultural labor (as
defined in subscction (f) of this
scetion) performed in any calondar
quarter by an employee, unless the
cagh remuneration paid for such
labor (other than service desoribed
in subparagraph (B)) is 3560 or
more and such Iahor i8 performed
for an omployer by an individual
who {8 regularly employed by such
employer to perform such agricul-
tural labor, Tor tho purposes of
this subparagraph, an individual
shall bo deemed to he regularly
employed by an eml)loyor during a
calendar quarter only if-—

(1) such individual performs
agricultural labor (other than
sorvice described in subimraw
graph (B)) for such employor
on a full-time bhasis on sixty
days during such quarter, and
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DEFINITION OF EMPLOYMENT

Sec. 210, TFor the purposes of this
title—
, Imployment

(a) The term “employment’’ means
any service performed after 1936 and
prior to 19561 which was ecmployment for
the purposes of this title under the law
applicable to the period in which such
service was performed, and any service,
of whatever nature, performed after
1950 either (A) by an employeo for the
person employing him, irrespective of
the citizenship or residence of either,
(i) within the United States, or (ii) on or
in connection with an American vessel
or American aireraft under a contract
of service which is entered into within
the United States or during the perform-
ance of which and while the employee is
employed on the vessel or aircraft it
touches at a port in tho United States,
if the employoe is employed on and in
connection with such vosscl or aireraft
when outside the United States, or (B)
oulside the United States by a citizen
of the United States ag an employeo (i)
of an American employer (as defined in
subgection (0)), or (ii) of a foreign
subsidiary (as defined in section 3121 (1)
of the Internal Revenuoc Code of 1964
of a domestie corporation (as detormined
in accordance with section 7701 of the
Internal Revenue Code of 1954) during
any period for which thore is in effect an
agreement, ontored into pursuant to
sootion 3121 (1) of the Internal Revenue
Codo of 1954, with respect to such sub-
sidiary; oxcopt that, in tho caso of
servico performed aftor 1050, such torm
shall not include--

(1) (A) Service performed in con-
neotion with tho production or har-
vesting of unir commodity defined
as an agricultural commodity in
section 156 (g) of the Agricultural
Marketing Act, as amended;
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(i) the quarter was imme-
diately preceded by a qualify-
ing quarter.

For the purposes of the preceding
sentence, the term “qualifying
quarter” means (I) any quarter
(Inrinp; all of which such individual
was continuously employed by such
employer, or (IT) any subsequent,
quarter which mecets the test of
clauge (i) if, after the last quarter
during all of which such individual
was continuously employed by such
employer, ench intervening quarter
met the test of clause (i), Not-
withstanding tho preceding provi-
sions of this subparagraph, an indi-
vidual shall also ho deomod to be
regularly employed by an employer
during a calendar quarter if such
individual was regularly employed
(upon application of clauses zi) and
(i))) by such employoer during the
preceding ealendar quartor,

(B) Servieo performed in connec-
tion with the production or har-
vesting of any commodity defined
as an agrieultural commodity in
seetion 15 Xg) of tho Agricultural
Marketing Act, ag amended, or in
connoetion with the ginning of
cotton;

(C) Service performed by foreign
agricultural workers under con-
tracts ontored into in accordance
wi'h titlo V of the Agricultural Aot
of 1949, as amended.

(2) Domestie servico performad
in a loeel college club, or loeal
chaptor of a collego fratornity or
gorority, by o student who iy
enrolled and is rogularly attonding
elasses at a school, college, or uni-
versity

(3) Serviee not in the course of
the employer’s teade or business
performed in any ealendar quar-
ter by an employee, unless the eagh
remuneration paid for sueh serviee
is $H0 or more and suech service
it performed by an {ndividual who
i regularly (‘m})lo‘w-d by such em-
plover to perform sueh  service,
For the purposes of this paragraph,
anindividual shall be deemed  to
he regularly employed by an em-
ployer during a calendar quarter
only if (A) on cach of gome twenty-
four days during such quarter
such individual performs for such
cmployer for some portion of the
day serviee not in the course of
the employer’s trade or business,
or (B) such individusl was regu-
larly employed  (as  determined
under clause (A)) by such employer
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(B) Service performed by foreign
agricultural workers under con-
tracts entered into in accordance
with title V of the Agricultural Act
of 1949, as amended;

(2) Domestic service performed
in a local college olub, or local
chapter of a college fraternity or
sorority, by a student who s
enrolled and i8 regularly attending
clagses at a school, college, or uni-
versity;
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in the performance of such service
during the preceding ocalendar
quarter. As used in this para-
graph, the term ‘“‘servico not in the
course of the employer's trade or
business’’ does not include domestio
service in a private home of the
employer and does mnot include

gservice deseribed in subsection
(N ®6);
(4) Service performed by an

individual in the employ of his son,
daughter, or spouse, and service
performed by a child under the
age of twenty-one in the employ of
his father or mother;

(6) Service performed by an
individual on or in connection with
& vessel not an American vessel,
or on or in connection with an
airoraft not an American aircraft,
if the individual is employed on
and in connection with such vessel
or aircraft when outside the United
States;

(6) Service performed in the em-
ploi/ of any instrumentality of the
United States, if such instrumental-
ity is exempt from the tax imposed
by section 1410 of the Internal
Revenue Code by virtue of any
provision of law which specifically
refers to such seotion in granting
such exemption;

(7? (A) Service s)erformed in the
ompley of the United States or in
tho employ of any instrumentality
of the United States, if such service
is covered by a retirement system
established by a law of the United
States;

(B) Service performed in the em-
Ylo?' of an instrumentality of the
Tnited States if such an instru-
mentality was exempt from the tax
imposed by section 1410 of the In-
ternal Revenue Code on December
31, 10560, oxcept that the provisions
of this subparagraph shall not bo
applicable to—-

(1) sarvice performed in the
cploy of a corporation which
is wholly owned by the United
Stateas;

(i) sorvice performed in the
employ of a national farm loan
agsoclation, a production oredit
asgooiation, a Federal Roservo
Bank, or a Federal Credit
Unlon;

806456—84-——8
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(3) Hervice performed by an in-
dividual in the employ of his son,
daughter, or spouse, and service
performed by a child under the age
of twenty-one in the employ of his
father or mother;

(4) Service performed by an
individual on or in connection with
a vessel not an American vessel, or
on or in connection with an aircraft
not an American alreraft, if (A) the
individual is employed on and in
connection with such vessel or
aircraft when outside the United
States and (B) (1) such individual
is not a oitizen of the United States
or (if) the employer is not an
American employer; :

(b) Service performed in the em-
{)lo?' of any indtrumentality of the

Jnited States, if such instrumen-
tality 'is exempt from the tax im-
posed by sectlon 1410 of the In-
ternal Revenue Code by virtue of
any provision of law which specifi-
cally refers to such seotion in grant~
ing such exemption}

(6{ (A) Bervice i)erformed in the
employ of the United States or in
the employ of any instrumentality
of the United States, if such sorvice
is covered by a retirement system
established by a law of the United
States;

(B) Service performed in the em-
{)lo of an instrumentality of the

Inited States if such an instru-
mentality was exempt from tho tax
imposed by section 1410 of the
Intornal Revenue Code on Decem-
hor 31, 19560, excopt that the pro-
visiony of thig subparagraph shall
not ho applicable to---

(l‘) gervice performed in the
omployco of a col“mmtion
which is wholly owned by the
United States; '

(if) servicoe performed in the
omploy of & national farm loan
assoolation, a production eredit
association, a Foderal Reserve
Bank, or a Federal Credit
Union;
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(iii) service performed in the
employ of a State, county, or
community committee under
the Production and Marketing
Administration; or

(iv) service performed by o
civilian employce, not coms-
pensated from funds appro-
priated by the Congress, in the
Army and Air Force Exchange
Serviee, Army and Air Force
Motion Pieture Service, Navy
Eixchanges, Marine Corps IFx-
changes, or other activities,
conducted by an ingstrumen-
tality of the United States
subject to the jurlsdiction of
the Sceretary of Defense, at
installations of the Depart-
ment of Defense for the com-
fort, pleasure, contentment,
and mental and physical im-
|])rovcmcnt, of personnel of such
_ )opnrtnmnt;

(("y Serviee performed in the em-
ploy of the United States or in the

employ of any instrumentality of

the United States, if such service is
performed-—

(i) as the President or Vice
President. of the United States
or as & Member, Delogate, or
Resident Commissioner, of or
to tho Congress;

(i1) in the logislative branch;

(iif) in tho field service of
the Post Office Department.
unless performed by any indi-
vidual as an employee who is
excluded by Fxecutive order
from tha operation of tho Civil
Sorvice Retiremaont Aet of 1930
heeause he {8 serving undor a
temporary appointinont. pend-
ing final determination of oligi-
hility for parmanent or indefi-
nite appointment;

(iv) in or under tho Burcau
of the Census of the Daopart-
ment of Commeres by tempo-
rary employees employed for
the taking of any census;

(v) by any individual as an
employeo who is exeluded by
Iixecutivo order from the oper-
ation of the Civil Service Re-
tirement Act of 1930 bheeause
ho i8 paid on a contract or (ee
hasis;

vi) by any individual as
an employee receiving nominal
compensation of $12 or less
per annum;

(vii) in a hospital, home, or
other institution of the United

AS AMENDED BY H. R. 9366

(iif) service performed in the
cmploy of a State, counly, or
community committee under
the Production and Marketing
Administration; or

(iv) service performed by a
c¢ivilian employee, not com-
pensated from funds appropri-
ated by the Congress, in the
Army and Air Force Kxchange
Service, Army and Air Force
Motion Picture Service, Navy
xchanges, Marine Corps Iox-
changes, or other activities,
conducted by an instrumen-
tality of the United States
subject to the jurisdiction of
the Secretary of Defense, at in-
stallations of the Department
of Defense for the comfort
pleasure, contentinent, anc
mental and physical improve-
ment of personnel of such
Department;

(C) Service performed in the em-
ploy of the United States or in the
cploy of any instrumentality of
the United States, if such service is
performed—

(i) as tho President or Vice
President of the United States
or ae & Maember, Delegate, or
Resident Commissioner, of or
to the Congress;

(i) in the legislative branch;

(ii) in the field service of
the Post Oflice Department
unless performed by any indi-
vidual ns an employee who is
oxcluded by Ixeocutive ordor
from tho operation of the Civil
Service Retiroement Act of 1930
beeause ho is serving under a
temporary appointiment pend-
ing finanl determination of eligl-
bility for permanent or indefi-
nite appointment;

(iv) 1n or under the Bureau
of tho Census of the Depart-
ment of Commerce by tempo-
rary omployees employod for
tho taking of any census;

(v) by any individual as an
employvee who iy excluded by
TIixecutivoe orc’er from the opoer-
ation of the Civil Service Re-
tirement. Act of 1930 beeause
he s paid on o contract or fee
basis;

(vi) by any individual as
an employeo receiving nominal
compensation of $12 or less
per annum;

(vil) in a hospital, home, or
other institution of the United



SOCIAL BECURITY AMENDMENTS OF 1054 1156

SOCIAL SECURITY ACT

States by a patient or inmate
thercof;

(viil) by any individual as
a consular agent appointed
under authority of sect‘on 5561
of the Foreign Service Act of
1946 (22 U. 8. C,, sce. 951);

(ix) by any individual as an
employee included under sec-
tion 2 of the Act of August 4,
1947 (relating to certain in-
terns, student nurses, and
other student employces of
hospitals of the Federal Gov-
ernment; 5 U. 8. C,, sec, 10562);

(x) by any individual as an
employee serving on a tempo-
vary basis in caso of fire, storm,
earthquake, flood, or other
similar emergency;

(xi) by any individual as
an employee who is employed
under a Federal relief program
to relieve him from unemploy-
ment;

(xii) as a member of a
State, county, or community
committeo under the Produe-
tion and Marketing Adminis-
tration or of any other hoard,
council, committee, or othor
similar  body, unless such
board, council, committeo, or
other body is composed exclu-
sively of individuals other-
wise in the fuli-time employ of
the United States; or

(xifi) by an individual to
whom the Civil Service Rotire-
ment Act of 1930 does not
apply boeauso such individual
is subjost to another retire-
moent gystom;

(8) Servico (otiler than service
included under an agreement under
seetion 218 and other than service
which, under subsection (1), con-
stitutes covered transportation serv~
ice) performed in tho omplof/ of a
State, or any political subdivision
thereof, or any instrumentality of
any onc or more of the foregoing
whieh is wholly owned by one or
more States or political subdivi-
sions;

(9) (A) Service performod by o
duly ordained, commissioned, or
liconsed minister of a church in tho
exereise of his ministry or by a
membor of a religious order in the
exereise of duties required by such
ordor;

(B) Servico performed in the em-
ploy of a religious, charitable, edu-
cational, or other organization
exempt from income tax under
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States by a patient or inmate
thereof;

(viil) by any individual as
a consular agent appointed
under authority of section 551
of the Foreign Service Act of
1946 (22 U, S, C., soc, 951);

(ix) by any individual as
an employee  ineluded under
seetion 2 of the Act of August
4, 1947 (relating to certain in-
terns, student nurses, and
other student employees of
hospitals of the Federal Gov-
ernment; § U, S, C,, see, 1052);

(x) by any individual as an
employece serving on a tempo-
rary basis in case of fire, storm,
carthquake, flood, or other
similar emergency;

(xi) by any individual as an
employee who is em})loycd
under a TFederal relief pro-
gram {o relieve him from
unemployment;

(xil) as a membher of a
State, county, or community
committee under the Produc-
tion and Marketing Adminis-
tration or of any other board,
ouneil, committee, or other
similar’ body, unless such
board, council, committee, or
other body is composed exclu-
sively of individuals otherwise
in the full-time employ of the
United States; or

(xiil) by an individual to
whom the Civil Service Retire-
ment Aot of 1930 does not
apply because such individual
is subject tn another retire-
mont system;

7) Service (otimr than service
included under an agreement under
seetion 218 and other than service
which, under subsection (12, consti-
tutes covered trangportation serv-
ico) performed in the cmplo?' of o
State, or any political subdivision
thereof, or any instrumentality of
any onc or more of the foregoing
which is wholly owned by one or
moro States or political subdivi-
sions;

(8) (A) Service porformod by a
duly ordained, commissioned, or
liconsed minister of a church in
the oxorcise of his ministry or by
a member of a religious order in tho
exoroise of duties required by such
order;

(B) Servico porformed in the om-
ploe/ of a religious, charitable, cdu-
catlonal, or other organization
exempt from income tax under
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saction 101 (6) of the Internal Rev-
entie Chde, but this subparagraph
shall not apply to service perforined
during the period for which a cer-
tificate, filed pursuant to section
1426 (1) of the Internal Revenue
Code, is in effeet if seh service is
performed by an  employee (i)
whose signature appears on the list
filed by such organization under
sueh seetion 1426 (1), or (i) who
became an emplovee of such organ-
ization after the calenlar quarter
in which the certifieate was filed;

(10) Service performed by an
individual as an employee or em-
ployee representative as defined in
seetion 1532 of the Internal Reve-
nue Code;

(11) () Service performed inany
calendar quarter in the employ of
any organizetion” exempt from in-
come tax under seetion 101 of the
Internal Revenue Code, if the re-
muneration for such service is less
than $50;

(B) Serviee performed in  the
employ of a school, college, or uni-
versity if such service is performed
by a student who is enrolled and is
regularly attending elasses at such
school, college, or university;

(12) Service porformed in the
employ of a foreign government
(ineluding service as a consular or
other ofticer or employeo or a non-
diplomatic representative);

(13) Scrvico porformed in  the
employ of an instrumentality wholly
owned by a forelgn government—-

(A) If the servico i3 of a
character similar to that per-
formed In foreign countries by
cmployees of the United States
Government. or of an instru-
mentality thereof; and

(B) If the Seerotary of Stato
shall certify to the Secretary
of the Treasury that the for-
cign government, with respeot
to whose instrumentality and
cuployees thercof oxemption
is claimed, grants an oquiva-
lent. exemption with respeot to
similar gevvico performed in
the foreign country by om-
ployces of the United States
Government and  of ingtru-
mentalities thereof;

(14) Service performed as a
student nurse in the employ of a
hospital or a nuraes’ training school
by an individual who is onrolled
and s regularly attending olasses
in a nurses’ training school char-

BOCIAL SECURITY AMENDMENTS OF 1954

AS AMENDED BY H. R. 9366

section 101 (6) of the Internal
Revenue Code, but this subpara-
gm?h shall not apply to service
performed during the period for
which a certificate, filed pursuant
to section 1426 (1) of the Internal
Revenue Code, is in effect if such
gervice is performed by an em-
ployee (i) whose signature appears
on the list filed by such organiza-
tion under such section 1426 (l)
or (ii) who became an employee o
such organization after the salendar
?;mlrtcr in which the certificate was
ea,

(&)S Service performed by an in-
dividual as an employce or em-
ployee representative as defined in
seetion 1532 of the Internal Reve-
nue Code;

(10) (a) Service performed in any
calendar quarter in the employ of
any organization exempt from in-
come tax uner section 101 of the
Internal Revenue Code, if the re-
muneration for such service is less
than $50;

(B) Service performert in the em-
ploy of a school, college, or uni-
versity if such service is performed]
by a student who i3 enrolled and iy
regularly attending classes at such
achonl, college, or university;

(11) Service performed in the
omploy of a foreign government
(incluc'ing servico as a consular or
other officer or employeo or a non-
diplomatic reprosentative);

(12) Service performed in the
employ of an instrumentality wholly
owned by a foreign government—-

(\) If the service I8 of a
character similar to that per-
formed in foreign countries by
employees of the United States
jovernment or of an instru-
mentality thereof; and

(B) If the Secretary of State
shall certify to the Secretary
of the Treasury that the for-
eign government, with respeot
to whoso ingtrumentality and
employeos thercof exemption
is claimed, grants an equiva-
lent exemption with respect to
similar servico performed in
the forelgn country by em-
ployees of the United States
Government and of instru-
mentalities thereof;

(13) Bervice performed as a
student nurse in the em{ﬂoy of &
hospital or & nurses’ training school
by an individual who is enrolled
and is regularly attending olasses
in & nurses’ training school char-
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tered or approved pursuant to State
law; and service performed as an
interne in the employ of a hospital
by an individual who has com-
pleted a four years’ course in a
medical school chartered or ap-
proved pursuant to State law;

(15) Service performed by an
individual in (or as an officer or
member of the crew of a vessel
while it is engaged in) the catching,
taking, harvesting, cultivating, or
farming of any kind of fish, shell-
fish, crustacea, sponges, seaweeds,
or other aquatic forims of animal
and vegetable life (including serv-
ice performed by any such indi-
vidual as an ordinary incident to
any such activity), except (A)
service performed in  connection
with the catching or taking of
salmon or halibut, for commereial
purposes, and (B) service performed
on or in connection with a vessel of
more than ten net tons (deter-
mined in the manner provided for
determining the register tonnage
of merchant vessels under the laws
of the United States);

(16) (A) Service performed by
an individual under the age of
cighteen in the delivery or distri-
bution of newspapers or shopping
news, not including delivery or
distribution to any point for sub-
sequent delivery or distribution;

(B) Service performed by an in-
dividual in, and at the time of,
the sale of nowspapers or maga-
zines to ultimate consumners, under
an arrangoment under which the
newspapers or magazines are to
be sold by him at a fixed ]l)rico, his
compensation heing based on tho
retention of the oxcess of such
price over the amount at which
the newspapors or magazines aro
charged to him, whother or not ho
ja guaranteed a minfimum amount
of componsation for such service,
or is entitled to bo oredited with
the unsold nowspapers or maga-
zines turned back; or

(17) Servico performod in tho
employ of an intornational organ-
jzation ontitled to enjoy priviloges,
exomptions, and immunitios ag an
intornational organization under
the International Organizations Im-
munities Aot (60 Stat, 669).

Inoluded and Exoluded Service

(b) If the services performed during
If or more of any pay perlod by one-half or more of any pay perfod by
an employee for the person employing an employee for the person employing

one-
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tered or approved pursuant to State
law; and service performed as an
interne in the employ of a hospital
by an individual who has com-
pleted a four years’ course in a
medical school chartered or ap-
proved pursuant to State law;

(14) (A) Service performmed by
an individual under the age of
eightoon in the delivery or distri-
bution of newspapers or shopping
news, not including dolivery or
distribution to any point for sub-
sequont delivery or distribution;

zB) Service performed by an in-
dividual in, and at the time of, the
sale of newspapors or magazines to
ultimate consumers, under an ar-
rangemont undor which the news-
)apers or magazines are to ho sold
{)y him at a fixed price, his com-
pensation being based on the re-
tontion of the excess of such price
over the amount at which the
newspapers  or magazines  aro
charged to him, whother or not he
s guaranteed a minimum amount
of compensation for such service,
or is ontitled to be oredited with
tho unsold nowspapers or maga-
zines turned back} or

(18) Service performed in tho
omploy of an international organ-
iza?lon entitled to enjoy privileges,
exomptions, and immunities as an
intornational organization under
the International Organizations Im-
munities Act (690 Stat, 669).

Inoluded and Exoluded Service

(b) If the sorvices performed during
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him  constitute employment, all  the
serviees  of such employeo for such
period shell be deemed to bhe employ-
ment; but if the services performed
during more than one-half of any such
pay period by an employee for the per-
son employing him do not constitute
employment, then none of the services
of such employee for such period shall
be deemed to be employment.  As used
in  this subsection, the term “pay
period’”’ means a period (of not more
than thirty-one consecutive days) for
which a payment of remuneration is
ordinarily  made to the employee by
the person employing him.  ‘This sub-
section shall not be applieable  with
respect to services performed in a pay
period by an employee for the person
employing  him, where any of suech
service is excepted by paragraph (10)
of subsection (a).
* * * * *

Employce

(k) 'The term “employee” means-—
(1) any officer of a corporation;
or
(2) any individual who, under
the usual common law rules applien-
ble in determining the employer-
employee  relationship,  has the
status of an employee; or

(3) any individual (other than
an individunl who is an employeoe
under paragraph (1) or (2) of this
subgeetion) who performs services
for remuneration for any person-—

(A) as an agent-driver or
commission-driver engaged in
distributing  meat. produets,
vegetable produets, fruit prod-
uets, bakery produets, hev-
eraged  (other than milk), or
laundry or dey-cleaning serv-

ices, for his prineipal;

(f%) as o llull-timu lifo ingur-
anee salesman;

(()? ag a home worker per-
forming work, according to
gpecifieations furnished by the
person for whom tho serviees
aro performed, on  materialg
or goods [(urnished by such
yerson whieh are required to
e returned to such person or
o person designated by him, if
tha performance of such serv-
jces is subjeet to  licensing
requirements under tho laws
of the State in which such
services are performed; or

(D) as a traveling or city
aalesman, other than as an
agent-driver or commission-
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him  constitute employment, all the
services of such employee for such
period shall be deemed to be employ-
ment; but if the services performed
during more than one-half of any such
pay period by an employee for the
person employing him do not consti-
tute employment, then none of the
serviees of such employee for such
period shall he decmed to be employ-
ment.  As used in this subsccetion, the
term “pay period” means o period (of
not. more than thirty-one consecceutive
days) for which a payment of remunera-
tion is ordinarily made to the employee
by the person—employing him,  This
subsection shall not be applicable with
respect to services performed in a pay
period by an employee for the person
employing  him, where any of such
serviee is excepted by paragraph (9) of
subsection (a).
* * * * *

Imployce

(k) The term “employeo’” meang—

(1) any oflicer of a corporation;
or

(2) any individual who, under
the usual common law rules appliea-
ble in determining the employer-
employee  relationship, has the
status of an employee; or

(3) any individual (other than
an in(li\'i)dual who is an employco
under paragraph (1) or (2) of this
subseetion) who performs soervices
for remuneration for any person-—

(A) as an agent-driver or
commission-drivor cengaged in
distributing  meat products,
vegetable products, fruit prod-
uets, bakory products, hev-
eragoes (othor than milk), or
Iaundry or dry-cleaning serv-
ices, for his principal;

(B) as a full-time life insur-
ance salesman;

(C) ag & home workor por-
forming work, according to
specifications furnished by the
poerson for whom the services
aro performed, on materials:
or goods furnished by such
yerson which are required to
»o returned to such person or
a person designated hy him; or

(D) as a traveling or oty
salesman, other ithan as an
agent-driver or commission-
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driver, engaged upon a full-
time basis in the solicitation
on behalf of, and the trans-
mission to, his principal (except
for side-line sales activities on
bebalf of some other person)
of orders from wholesalers,
retailers, contractors, or op-
crators of hotels, restaurants,
or other similar establishments
for merchandise for resale or
supplies for use in their busi-
ness operations;
if the contract of service contem-
plates that substantially all of such
services are to be performed per-
sonally by such individual; except
that an individual shall not be
included in the term ‘“‘employec”
under the provisions of this para-
graph if such individual has a
substantial investment in facilities
used in conneetion with the per-
formance of such services (other
than in facilitics for transportation),
or if the services are in the nature
of a single transaction not part of
a continuing relationship with the
person for whom the services are
performed,
* * * * *

RELF-EMPLOYMENT

Siec. 211, For the purposes of this
title

Net Farnings From Self-Employment

(u? The torm ‘‘net earnings from self-
employment’’ means tio gross income,
ng computed under chapter 1 of the
Internal Revenue Code, dorived by an
individual from any trade or business
carried on b?' such individual, less the
deductions allowed under such chapter
which are attributable to such trade or
business, plus his distributive sharo
(whoether or not distributed) of the
ordinary net incomo or loss,. as com-
puted under section 183 of such codo,
from any trade or business earried on by
n partnership of which he is & mombor;
except that in computing such gross
incomo and deductions and such dis-
tributive share of partnership ordinary
net incomo or logg—

(1) Thore shall bo exeluded ront-
als from real estato sincluding per-~
sonal proporty leased with tho real
estate) and deductions atiributablo
thereto, unless such rentals are
received in tho course of a trado
or husiness as a renl estate doaler;

(2) Thero shall bo excluded in-
como derived from any tradoe or
business ¥n which, if tho trade or
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deiver, engaged upon a full-
time basis in the solicitation
on behalf of, and the trans-
mission to, his principal (except
for side-line sales activities on
behalf of some other person)
of orders from wholesalers,
retailers, contractors, or oper-
ators of hotels, restaurants, or
other similar establishments
for merchandisec for resale or
supplies for use in their busi-
ness operations;
if the contract of service sontem-
plates that substantiallsr all of such
services are to be performed per-
sonally by such individual; except
that an individual shall not be
included in the term ‘‘employce’’
under the provisions of this para-
graph if such individual has a
substantial investment in facilities
used in connection with the per-
formance of such services (other
thaninfacilities for transportation),
or if the services are in the nature
of a single transaction not part of
a continuing relationship with the
person for whom the_services are
performed.

.k * » *

SELF-EMPLOYMENT

Sec. 211, For the purposes of this
title—

Net Earnings From Self-Employment

(a? The term ‘“net earnings from self-
employment” means the gross income,
as comPuted under chapter 1 of the In-
ternal Revenue Code, derived by an in-
dividual from any trade or business
oarried on by such individual, less tho
deductions allowed under such chapter
which are attributable to such trade or
business, plus his distributive share
(whother or not distributed) of the
ordinary net income or loss, as com-
uted undce section 183 of such code,
rom any trade or business oarried on
by a partnership of which he is 4 mem-
ber; oxcept that in computing such gross
incomo and deduotions and such dis-
tributive share of partnorship ordinary
net incomo or loss—

(1) Thero shall be oxcluded ront-
als from real estate éh\cluding por-
gonal property leased with tho real
cstatog)nnd deductions attributable
thereto, unless such rontals aro
recoived in the course of a trade or
business as & real estato dealer;

(2) There shall he excluded in-
come derlved from any trade or
business in whioh, if the trade or
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business were carried on exclusively
by employees, the major portion of
the services would constitute agri-
cultural labor as defined in section
210 (f); and there shall he excluded
all deductions attributable to such
income;

(3) There shall be excluded divi-
dends on any share of stock, and
interest on anv bond, debenture,
note, or certificate, or other evi-
dence of indebtedness, issued with
interest coupons or in registered
form by any corporation (including
one issued by a government or
political subdivigion thereof), unless
such dividends and interest (other
than interest deseribed in section
25 (a) of the Internal Revenue
Code) are reccived in the course
of a trade or business as a dealer in
stocks or securities;

(4) There shall be excluded any
gain or loss (A) which is considered
under chapter 1 of the Internal
Revenue Code as gain or loss from
the sale or exchango of a capital
asset, (B) from the cutting or
disposal of timber if section 1187 6))
of such code is applicable to such
gain or loss, or (é); from the sale,
exchange, involuntary conversion,
or other disposition of pror)erly if
such property is neither (1) stock
in trade or other property of a kind
which would properly be includible
in inventory if on hand at the closo
of the taxable year, nor (li) property
held primarily for sale to customers
in tho ordinary course of the trade
or business;

(6) 'The deduction for net oporat-
ing losses provided in section 23 (s)
of such code shall not he allowed;

(G) (A) If any of the income
dorived from a trade or business
(other than a trade or bhusiness
carried on by a partnorship) s
community Incomo under com-
munity property laws applicable to
such income, all of the gross income
and  deductions attributable to
such trade or business shall he
treated as tho gross incomo and
deductions of tho husband unloss
tho wifo exercisos substantinlly all
of tho managemont and control of
such trade or businesy, in which
ease all of such gross incomo and
deductions shall bo treated as the
grlcf)su Incomo and doduotions of the
wifo

(Iiz If any ‘portlon of & partnor's
distributive share of the ordinary
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business were carried on exclusively
by employees, the major portion
of the services would constitute
agricultural labor ss defined in
section 210 (f); and there shall be
excluded all deductions attributa-
ble to such income;

(3) There shall be excluded divi-
dends on any share of stock, and
interest on any bond, debenture,
note, or certificate, or other evi-
dence of indebtedness, issued with
interest coupons or in registered
form by any corporation (including
one issued by a government or
political subdivision thereof), unless
such dividends and interest (other
than interest described in section
25 (a) of the Internal Revenue
Code) are received in the course of
a trade or business as a dealer in
stocks or securities;

(4) There shall be excluded any
gain or loss (A) which is considered
under chapter ! of the Internal
Revenue Code as gain or loss from
the sale or exchange of a ocapital
asset, (B) from the cutting of
timber, or the disposal of timber or
coal, if scction 117 (§j) of such
code is aé)plicablc to suech gain or
loss, or (C) from the sale, exchange,
involuntary conversion, or other
disposition of property if such
pro‘mrty is neither (i) stock in
trade or other property of a kind
which would properly be includible
in inventory if on hand at the
closo of the taxable year, nor (ii)
property held primarily for sale
to customers in the ordinary course
of the trade or business;

(6) 'The deduction for net operat-
ing losses provided in seotion 28 ()
of such code shall not bo allowed;

(6) (Al) If any of the incomo
derived from a trade or business
(other than a trade or business
carried on by a partnership) is
community income under ocom-
munity property laws applicable to
such income, all of the gross income
and deductions attributable to
such trade or business shall bo
treated as the gross income and
deductions of the husband unless
tho wife exercisos substantially all
of the management and control of
such trade or business, in which
easo all of such gross income and
deductions shall he treated as the
gri(;rm income and deductions of tho
wife;

(B) If any ‘poruon of a partner’s
distributive share of, the ordinary:
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net income or loss from a trade or
business carried on by a partner-
ship is community income or loss
under the commlmit% ﬁropert

laws applicable to such share, all
of such distributive share shall be
included in computing the net
earnings from self-employment of
such partner, and no part of such
share shall be taken into account
in computing the net earnings from
self~employment of the spouse of
sueh partner;

) (A) In the case of any taxabla
vear beginning before the effective
date apeciﬁed in section 219, the
term ‘‘possession of the TUnited
States’” when used in section 251 of
the Internal Revenue Code with
respect to citizens of the United
States shall include Puerto Rico;

(B) In the case of any taxable
year beginning on or after the effec-
tive date specified in section 219, a
resident of Puerto Rico shall com-
pute his net carnings from self-
employment in the same manner as
8 citizen of the United States but
without roé;ard to the provisions of
section 116 (1) of such code,

If the taxable year of a partner is differ-
ent from that of the partnership, the dis-
tributive share which he is required to
include in computing his net earnings
from self-employment shall be based
upon the ordinary net income or loss of
the partnership for any taxable year of
the partnership (even though beginning
prior to 1961) ending withiny or with his
taxable year,

Self-Employment Income

(b) The term ‘“self-employmont. in-
come' means the net earnings from self-
employment, derlved by an individual
(other than a nonresident alien indi-
vidual) during any taxable year begin-
ning after 10560; oxcept that such term
shall not inelude—

(1) That part of the net earnings
from self-employment, which s in
oxcoss of: (A) $3,600, minus (B) the
amount, of the wages pald to such
individual during the taxable yvounr;
or

(2{ The nst, earnings from self-
employment, if such net earnings
for the taxable year are less than
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net income or loss from a trade or
business oarried on by a partner-
ship is community income or loss
under the communitK groperty
laws applicable to such share, all
of such distributive share shall be
included in computing the net
earnings from self-employment of
such partner, and no part of such
share shall be taken into account
in computing the net earnings from
self-employment of the spouse of
such partner;

(7) (A) In the case of any taxable
year beginning before the effective
date specified in section 219, the
term ‘“‘possession of the United
States’’ when used in section 251 of
the Internal Revenue Code with
respect to citizens of the United
States shall include Puerto Rico;

(B) In the case of any taxable

year beginning on or after the effec-
tive date specified in section 219, a
resident of Puerto Rico shall com-
pute his net earnings from self-
employment in the same manner as
a citizen of the United States but
without regard to the provisions of
section 116 (1) of such code,
If the taxable year of a partner is differ-
ent from that of the {‘)artnership, the
distributive share which he is required
to include in computing his net earninge
from self-employment shall be based
upon the ordinary net income or loss of
the partnership for any taxable year of
the partnership (even though beginning
prior to 1061) ending within or with hiy
taxable year.

~

Self-Employment Income

(b) The term ‘self-employment in-
come’’ tneans the net earnings from gelf-
employment derived by an individual
(other than a nonresident alien indi-
vidual) during any taxable year begin-
ning after 1950; except that such term
shall not include— :

(1) That part of tho net earnings
from self-omployment which s in
excess of-—

(A) I'or any taxable year endin
prior to 1966, (1) $3,600, minus (ii
the amount of the wages paid to
such individual during tho taxable
year; and

(B) For any taxable tmar ending
after 19564, (i) $4,200, minus (i) the
amount of the wages paid to such
individual during the taxable year;
or

(‘% The net earnings from self-
employment, if such net earnings
for the taxable year are less than
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In the ease of any taxable year heginnivrg
prior to the effeetive date specified n
seetion 219, an individual who ix a
citizen of Puerto Rico (bt not otherwise
a citizen of the United States) and who
is not. a resident. of the United States
during such taxable yvear shall be con-
sidered, for the purposes of this sub-
section, as a nonresident alien  indi-
vidual,  An individual who is not a
citizen of the United States but who is
o resident of the Viegin Islands or (after
the effective date specified in section
210 a resident. of Puerto Rico shall not,
for the purposes of this subsection, be
considered to be a nonresident alien
individual.

Trade or Business

(¢) The term ‘““trade or business”,
when used with reference to self-
employment income or net eonrnings
from sclf-employment, shall have the
same meaning as when used in scction
23 of the Internal Revenue Code, except
that such term shall not inelude—

(1) The performance of the func-
tions of a publio office;

(2) Tho performance of servico
by an individual as an cmployee
(other than scrvice described in
section 210 (n) (16) (B) performed
by an individual who has attained
the age of eighteen);

(3) Tho performance of service
by an Individual as an employece or
employeo ropresentative ag defined
in section 1632 of the Internal
Revenue Code;

(4) Tho performunco of service
by & duly ordained, commigsioned,
or licensed minister of a church in
the exercise of his ministry or by
a member of n religious order in
the oxercise of duties required by
such order; or

() The performance of service
by an individual in the exercise of
his  profession as a physician,
Inwyer, dentist, osteopath, veter-
inarian, ohiropractor, naturopath,
optomatrist, Chrigtian Scionce
practitionor, architect, certifled
yublie accountant, accountant reg-
stored or leensed ag an ascountant
under State or municipal law, full-
time practicing public accountant
funeral director, or professionn
aongineor; or the performance of
such serviee by a partnership,

* * * * *
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In the case of any taxable year beginning
prior to the effective date specified in
seetion 219, an individual who is a
citizen of Puerto Rico (but not other-
wige a citizen of the United States) and
who is not a resident of the United
States during such taxable year shall he
consgidered, for the purposes of this sub-
section, as a nonresident alien indi-
vidual, An individual who is not a
citizen of the United States but who is
a resident of the Virgin Islands or (after
the effective date specified in section
219) a resident of Puerto Rico shall not,
for the purposes of this subsection, be
considered to bc a nonresident alien
individual.

Trade or Business

(¢) The term “trade or business”,
when used with reference to self-
employment income or net earnings from
scelf-employment, shall have the same
meaning as whon used in section 23 of
the Internal Rovenue Code, except that
such term shall not includo—-

(1) The performance of the func-
tions of a public office;

(2) The performance of service
by an individual as an employee
(other than service described in
saction 210 (a) (14) (B) performed
by an individual who has attained
tho age of eightcon, and other than
sorvico desoribed in paragraph (4)
of this subscotion);

(3) Tho Porformance of service
by an individual as an employeo or
employéde representative as defined
in soction 1532 of the Internal
Revonue Codo;

“4) The porfornmnco of sorvice
by a duly ordained, commissioned,
or liconsed minister of a church in
the exereise of his ministry or by a
member of a religious order in the
axoreise of duties required by such
order; or

(6) The performance of service
by an individual in tho oxeroise of
his profession as  u»  physiolan,
lawyer, dentist, ostcopath, vetor-
inarinn, ohiro‘pmctor, naturopath,
o‘ptonmt.rlst, Christian Science prac-
titioner, architect, cortificd public
accountant, accountant rogistored
or liconsed ag an aocountant under
State or municipal law, full-timo
practioing public accountant, fu-
neral direotor, or professional ongi-
neer; or the performanco of such
servico by a partnership,

The provisions of paragraph (4) shall
not apply to soervice (other than sorvice
performed by a member,of & roligious
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QUARTER AND QUARTER OF COVERAGE
Definitions

Sec. 213, (a) For
this title—

(1) The term “quarter”, and the
term “‘ealendar quarter’’, means a
period of three calendar months ending
on March 31, June 30, September 30,
or December 314,

(2) (A) The termm “quarter of cover-
age’” means, in the case of any quarter
oceurring prior to 1951, a quarter in
which the individual has been .paid $50
or moro in wages. In the case of any
individual who has been paid;, in a
calendar year prior to 1951, $3,000 or
more in wages cach quarter of such
vear following his first quarter of
coverage shall be deemed a quarter of
coverage, exeepling any quarter in such
vear in which such individual died or
hecame entitled to a primary insurance
benefit and any quarter succeeding
such quarter in_ which he died or
heeame so entitled,

the purposes of

(1) The term “‘quarter of coverngoe”
means, in the case of a quarter ocourring
after 1960, & quarter in which tho
individual has been paid $60 or more in
wages or for which he has beon oredited
(as dotermined under scotion 212) with
5100 or more of self-employment incomo,
exeept that—

() no quarter aftor the quartor
in which such individual died shall
be a quarter of covorage;

(1) if tho wages pald to any in-
dividual in & ealendar year equal or
oxceod $3,600, each quarter of such
voar shall (subjoot to olauso (1))
o o quarter of covoerago;

@iy if an individual has solf-
employmont incomo for a taxablo
yoar, and if the sum of sueh income
and tho wages paid to him during
such taxable year equals $3,600,
cach quarter any part of which falls
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order who has taken a vow of poverty
as & member of such order) performed
by an individual during the period for
which a certificate filed by such indi-
vitlual under section 1402 (e) of the
Internal Revenue Code of 1954 is in
effect,

* * * * *

QUARTER AND QUARTER OF COVERAGRE
Definitions

Sec, 218, (a) For the purposes of
this title—

(1) The term ‘“‘quarter’”, and the
termn  “ealendar quarter”, means a
period of three calendar months ending
on March 31, June 30, September 30,
or December 31.

(2) (A) The term “quarter of coverage'’
means, in the case of any quarter
occurring prior to 1961, a quarter in
which the individual has been paid $50
or more in wages, except that no quarter
any part of which was included in a
period of disability (as defined in section
216 (1)), other then the initial quarter
of such poeriod, shall be a quarter of
coverage, In the case of any individual
who has heen paid, in a ealendar year
prior to 1951, $3,000 or more in wages,
each quarter of such year following his
first quarter of coverage shall be deemesd
a quarter of coverage, excepting an
quarter in such year in which sue
individual died or hecame entitled to a
primary insurance benefit and any
quartor succeeding such quartor in
which he died or heoame so entitled,
and oxcepting any cuarter any part
of which was included in a period of
disability, othor than the initial quartor
of such poriod.

(B) The term “quarter of covorage”
means, in the ease of a (uarter oceurring
aftor 1050, a quarter in which tho
individual has beon paid $60 or more in
wages or for which he has been eredited
as dotermined under section 212) with
$100 or moro of self-employment {ncome,
axcopt that—

(1) no quartor after tho quartor
in which such individual died shall
ho a quarter of coverage, and no
quartor any part of which was
included in a perlod of disability
(othor than the initial quarter. and
the last qguarter of such period)
shall bo & quarter of coverage;

(i) if tho wages paid to any
individual in any calondar yoar
equal $3,600 in tho case of n oal-
ondar yoar after 1960 and before
1966, or $4,200 in tho oaso of &
calondar year aftor 10564, cach
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in such year shall be a quarter of
coverage; and

(iv) no quarter shall be counter!
ns a quarter of coverage prior to
the beginning of such quarter.
4 * * * *

INSURED STATUS FOR PURPOSES OF OLD-
AGE AND SURVIVORS INSURANCE BENE-
FUrs

Sec, 204, Tor the purposes of  this
title-
Fully Insured Individual

() (1) In the ease of any individual
who died prior to September 1, 1950,
the term. “fully  insured individual”
means any individual who had not less
than one guarter of coverap.e (whenever
acequired) for each two of the quarters
elapsing after 1936, or after the quarter
in which ho attalned the age of twenty-
one, whichever s later, and up to but
excluding the guarter in which he at-
tained retirement age, or died, which-
ever first oceurred, except that in no
ease shall an individual be o fully in-
sured individual unless he has at least
six quarters of coverage,

(25 In the ease of any individual who
did not die prior to September 1, 1950,
the term “fully  msured  individual”
means any individual who had not less
than---

(A one quarter of covernge
(whether sequired before or after
sueh day) for ench two of the quar-
ters elapsing after 1050, or aftor
the quarter in which he attained
the age of twenty-one, whichever
iv Inter, and up to but excluding
the quarter in which he attained
rotiremaont agoe, or died, winchevor
first oceurred, except that in no
caso shall an mdivi(suul bo a fully
insured individual unless ho has
at least six guarters of coverage; or

(B) forty quartors of covorago.
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quarter of such year shall (subject
to clause (i)) be a quarter of
covernge;

(ifi) if an individual has self-
employment income for a taxable
vear, and if the sum of such income
and the wages paid to him during
such year equals $3,600 in the case
of a taxable year ‘)eginning after
1950 and ending before 1955, or
$4,200 in the case of a taxable year
ending after 1954, each quarter
any part of which falls in such
vear shall (subject to clause (i)) bea
quarter of coverage;

(iv) no quarter shall be counted
as a quarter of coverage prior to
the heginning of such quarter.

% * * % *

INSURED STATUS FOR PURPOSES OF OLD-
AGE AND SURVIVORS INSURANCE BENE-
FITS

Skc, 214, For the purposes of this
title—
T'ully Insured Individual

(a) (1) In the caso of any individual
who died prior to Soptember 1, 1950,
the term “fully insured individual’”
means any individual who had not less
than one quarter of coverage (whenever
acquired) for each two of the quarters
olapsing after 19306, or after the quarter
in which he attained the ago of twenty-
ono, whichaver is later, and up to but
excluding tho quarter in which he at-
tainod retiroment age, or died, which-
ovor first oceurred, except that in no
oaso shall an individual be a fully in-
surad individual unless he has at least
six quartors of covoerage,

(2) In tho case of any individual who
did not die prior to Soptomber 1, 1950‘
tho torm “fully insured individual’
n‘muns any individual who had not less
than—

(A) ono quarter of coverago
(whethor acquired bofore or after
such day) for each two of the quar-
tors elapsing aftor 1950, or after
the quartor in which ho attatnod
tho ago of twonty-one, whichever
is lator, and up to but excluding
the quarter in which ho attained
rotiromont age, or diod, whichever
firat occurrod, oxcopt that in no
caso shall an individual bo a fully
fnsured individual unless ho has
at loast six quartors of coverage; or

(B) forty quarters of coverago

not counting as an clapsed quarter for
purposes  of subparagraph  (A) any
quarter any part of which wag {nceluded
in a period of disabillty (as defined in
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(3) When the number of elapsed
guarters specified in paragraph (1) or
{2) (A) is an odd number, for purposes
of such paragraph such number shall
he reduced by one.

Currently Insured Individual

(b) The term “currently
individual” means any individual who
had not less than six quarters of cover-
ago during the thirteen-quarter period
ending with (1) the quarter in which
he died, (2) the quarter in which he
becamo entitlad to old-age insurance
honofits, or (3) the quarter in which he
bocame entitled to primary insurance
bonefits under thig title as in effect prior
to the enactment of this section.

COMPUTATION OF PRIMARY INSURANCE
AMOUNT

Sre, 215, For the purposcs of this
title-—

Primary Insurance Amount

(&) (1) The primary insurance
amount of an individual who
attained age twonty-two after 1950
and with respeot to whomn not less
than six of the quarters olapsing
aftor 1950 aro quarters of covorage
shall be 66 por contum of the first
$100 of his average monthly wage,
plus 156 por contum of the next $200
of such wage; except that, if his
average monthly wage is less than
$48, bis primary insurance amount
shall be the amount appoaring in
column II of the following table on
the line on which in column I
appears his average monthly wage.

insured .
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seetion 216 (i)) unless such
was a quarter of coverage.

(3) In the case of any individual who
did not die prior to January 1, 1955,
the term ‘“fully insured individual”
means any individual who meets the
requirements of paragraph (2) and, in
addition, any individual with respect
to whom all of the quarters elapsing
after 1954 and prior to (i) July 1, 1956,
or (ii) if later, the quarter in which he
attained retirement age or died, which-
ever first occurred, are quarters of
coverage, but only if there are not
fewer than six._of such quarters so
clapsing,

4) When the number of elapsed
quarters specified in paragraph (1) or
2) (A) is an odd number, for purpnses
of such paragraph such number shall
be reduced by one,

quarter

qurrently Insured Individual

(b) The terin ‘‘currently insured
individual’”’ means any individual whc
had not less than six quarters of cover-
age during the thirteen-quarter period
ending with (1) the quarter in which
he died, (2) the quarter in which he
became entitled to old-age insurance
bhenefits, or (3) the quarter in which
he became entitled to primary insur-
ance henefits under this title as in effect
prior to the enactment of this seotion,
not counting as part of such thirteen-
quarter period any quarter any part
of which was included in a poriod of
disability unless such quarter was a
quarter of coverage.

COMPUTATION OF PRIMARY INSURANCE
AMOUNT

Sro. 215, For the purposes of this
title—

Primary Ingsurance Amount

(a) (1) The primary insuranco amount
of any individual (i) who does not
become eligible for bonefits under sec-
tlon 202 (a) until after August 1964,
or who dies after such month and with-
out bocoming eligible for bonefits under
such seotion 202 (a), and (1) with
respoct to whom not less than slx of
the quarters olapsing aftor 1060 are
quarters of coverage, and the grimury
insurance amount of any individual
with respect to whom not less than six
of the quarters elapsing after June 30,
1953, are quartera of coverago, shall be
whichever of the foliswing amounts s
the larger: :
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[ 11
Avernge Monthly

Primary Insurance
Wago Amonnt
$3torless... .......... $25
335 through $47. ... .. $20

(2) The primary insuranheo amount
of an individual who attained ago
twenty-two prior to 1951 and with
respeet to whom not less than six of
the quarters elapsing after 1950 arce
auarters of coverage shall bo whichever
of the following is the larger—

(M) the amount computed as
provided in paragraph (1) of this
subsecetion; or

(B) the amount
under subscetion (e).

(3) The primary insurance amount
of any other individual shall be the
amount, determined under subsecetion
(.

determined

Average Monthly Wage

h) (1) An  individual’s  “average
monthly wage” shall be the quotiont
obtained by dividing the total of—

(A) his wages after-his starting
date (determined under paragraph
(2)) and prior to his wage closing
date (determined under paragraph
(3)), nnd

(B) hig self-employment incomao
after such starting (?uto and prior
to his self-employment income clog-
ing date (determined under para-
graph (3))

by tho number of months elapsing after
snch starting doate and prior to his
divisor closing date (determined under
parpgraph  (3)) excluding from  such
elapsed  months any month in any
gquarter prior to the quarter in which ho
attained tho age of twenty-two whieh
wad hot o quarter of coverage, except
that when the number of such clapsed
months  thus computed g less thon
cighteen, it shall be increased  to
cighteen,

2) An individual’s “starting date”
shall be December 31, 1950, or, if Iater,
the day preceding tho quarter in whiah
ho attained the age of twenty-bwo,
whichavor results in the higher nverago
monthly wage.

3) (A) ]'lxcog)t, to the extent provided
in paragraph (D), an individual's “wago
cloging dato’’ shall bo thoe first day of the
second quarter preceding the quarter in
which he died or beeame entitled to old-
nggo ingurance benefits, whichovor first
neourred,

(13) Tixcopt to the extent provided In
paragraph (D), an individual’s “solf-
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(A) Fifty-five per eentum of the
first $110 of hig average monthly
wage, plus 20 per centum of the
next $240; or

(B3) The amount
under subsecction (c).

An individual shall, for the purposes of
this paragraph, be deemed coligible for
benefits under section 202 (a) for any
month if he was or would have been,
upon filing application therefor in guch
month, entitled to such henefits for such
month,

(2) The primary insurance amount.
of any other individual shall be the
1(m)\m1nt determined under subsection
¢).

determined

Average Monthly Wage

M (1) An individual's  “average
monthly wage' shall be the quotient
obtained by dividing the total of his
wages and self-employment income after
his starting date ()dut(-rminod under
paragraph (2)) and prior to his closing
date (determined under paragraph (3)),
by the number of months elapsing after
such starting date and prior to such
olosing date, coxcluding from  such
clapsed monthg any month in any year
prior to the year in which he attained
the age of twenty-two if less than two
quarters of such prior year were quar-
tors of covorage and any month in any
quarter any part of which was ineluded
in a period of disability (as defined in
gection 216 (1)) unless such quarter was
a quarter of coverage, exeept that whon
tho number of such elapsed months thus
computed (Including  a computation
after the application of paragraph (4))
is less than cighteen, it shall be inereasod
to eighteen,

(2) An individual's “starting date’

shall be—+-

gA‘; December 31, 1960, or

B) if lator, tho nst day of the
year in which he attains the ago of
twenty-one

whichover resulfs in the highev primary
insuranco amount,

(3) An individual's ‘“closing date”
shall be whichever of tho following
results in tho higher primary insuranco
amount.:

A) thoe first day of tho year in
which ho died or beoame entitled to
old-ago insurance benofits, which-
aver first ocourred; or ~

(B3) the first day of tho first year
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employment income closing date’’ shall
he the day following the quarter in
which ends his last taxable year (i)
which ended before the month in which
he died or became entitled to old-age
insurance benefits, whichever first oc-
curred, and (ii) during which he derived
self-employment income,

(C) bxcopt to the extent provided in
paragraph (D), an individual’s “divisor
closing date” shall be the later of his
wage closing date and his self-omploy-
ment income closing date.

(D) In the easo of an individual who
died or becamo entitled to old-age in-
surance benefits after the first quarter in
which he both was fully insured and had
attained retiroment age, the determina-
tion of his closing dates shall be made as
{though he beeame eontitled to old-age
insurance bhenefits in such first quarter,
but only if it would result in a higher
average monthly wage for such individ-
ual,

(4) Notwithstanding the preceding
provisions of this subsection, in com-
puting an individual’s average monthly
wage, there shall not be taken into
account any self-employment income of
such individual for taxable years ending
in or after tho month in which he died or
beeame entitled to old-age insurance
henefits, whichever first occurred.

Determinations Mado by Use of tho
Conversion Table

(¢) (1) The amount roforred to in
paragraph (3) and clause (B) of para-
graph (2) of subscotion (a) for an
individual shall be the amount appoaring
in column IT of tho following table on
the line on which in column I appoars
his primary insurance boneflt E otor-
minod as provided in subsootion (dP);
and hig average monthly wago shall, for
purposes of sootion 203 (a), bo the
amount af)p(mring on such lino in
column TIIT,
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in"which he both was fully insured
and had attained retirement age;
except that if the Secretary deter-
mines, on the basis of the evidence
available to him at the time of the
computation of the individual’s pri-
mary insurance amount with re-
spect to which such closing date is
applicable, that it would result in
a higher primary insurance amount
for such individual, his closing date
shall be the first day of the year
following the year referred to in
subparagraph (A), .

(4) In the case of any individual, the
Secretary chall determine the four or
fewer full calendar years after his
starting date and prior to his closing
date which, if the months of such years
and his wages and self-employment
income for guch years were excluded in
computing his average monthly wage,
would produce the highest primary
insurance amount, Such months and
such wages and self-employment income
shall be excluded for purposes of com-
puting sueh individual’s average
monthly wage., The maximum number
of calendar years detormined under the
first sentonce of this paragraph shall be
five instead of four in tho casc of any
individual who has not less than twenty
quarters of coverago,

Dotorminations Made by Uso of the
Conversion Table

(c) %1% Txcept as provided in para-
graph (2) of this subsection, tho amount,
roforred to in paragraphs (1) (B) and
(2) of subscotion (a) for an individua)
shall be oithor the amount appearing in
column III of tho following table on tho
line on which in column I appoears his
primary insuranco honofit (as dotor-
mined undor subsection (d)), or the
amount appoaring in column III of ‘the
following tablo on the line on whigh in
column I appears his primary insuranco
amount (detormined as providod in sub-
section (d)), whichovor produces the
higher amount; and his average monthly
wage shall, for purposes of soction 203
§a , bo tho amount appearing in column

on tho line on which, in colutnn III,
appoars such higher amount,



128
SOCIAL SECURITY ACT

SOCIAL SECURITY AMENDMENTS OF 1954

AS AMENDED BY H. R. 9366

1 11 111 I 1I III 1v
And the aver- Or the pri- The And the
s amount
It the primary insur- | The primary :}KO "}g““{}g. It }.}:gu[;;l;ncgry r;‘l?gnce. referred to ;"gth
ance benefit (as de- {  insurance >3§§orrc£m- benefit (as amount in para- w° t y
termnined under sub- {amount shall | ¥ 0 Seter. | graphs (1) age for
section (d)) Is: bo: putlnf maxi{- determined | (as deter (B) and (2) purposes of
seetlo ’ ’ mum benefits  under sub- mined of subsee. | computing
shall be: secuion (GH)] un{l(er s(t(xit))) tion (a) mbe n;tllum
. 83— section nefits
. o0 is-- | ShellDe— | ghall he—
0. b .
27,00 49. 00
2. 00 53.00 $25.00 $30. 00 $55, 00
31,00 50. (00 27,00 32,00 58,00
33.00 0. 00 29,00 34,00 62.00
35.(20 4. 00 31,00 36, 00 83,00
36. 7 67. 00 33,00 38.00 69. 00
38. 20 69, 00 35, 00 40. 00 73.00
30. 50 72.00 48. 70 41,70 76.00
40.70 74.00 38,20 43.20 70.00
42.00 76. 00 39. 50 44. 50 81.00
43. 50 79.00 40, 70 45, 70 83,00
45. 30 82,00 §$ 42,00 47.00 85,00
47. 60 86.00 43.80 48, 50 88,00
50. 10 01.00 45,30 50, 30 91,00
52, 40 95. 00 47. 80 52,50 95,00
54. 40 09. 00 50. 10 85, 10 100, 00
5. 30 100, 00 52,40 57.40 104,00
58.00 120. 00 64, 40 09, 40 108, 00
59, 40 120. 00 56, 30 61,30 114,00
60. 80 130. 00 58, 00 63. 00 123,00
62.00 147.00 69. 40 64. 40 130, 00
3. 30 155.00 60. 80 66.30 139,00
64, 40 163. 00 02.00 67,90 147.00
65, &) 170, 00 63. 30 69, 50 158, 00
). 60 177,00 64. 40 71,10 163,00
67. 80 185, 00 65, 60 72.50 170,00
08, 00 193, 00 66, 60 73. 90 177,00
70. 00 200,00 67, 80 76, 50 185, 00
7100 207,00 48, 90 77.10 193, 00
72,00 213.00 70,00 78, 200, 00
73.10 221,00 71.00 79,90 207,00
74.10 227,00 72,00 81,10 213,00
76. 10 234, 00 73.10 82,70 221,00
76, 10 241,00 74. 10 83. 90 227,00
77.10 250, 00 76.10 85.30 234, 00
77.10 250, 00 76,10 86, 70 241,00
77.10 88, 60 250, 00
- s i 71,10 88, 60 280, 00
77,20 88, 50 250, 00
77.30 88. 80 250, 00
77.40 88,50 280, 00
77, 50 88, 60 250, 00
78,00 80,10 253,00
, 00 90, 50 260, 00
80,10 01, 90 207,00
81,00 63,10 273.00
82,00 04, 50 280, 00
83,10 95, 90 287,00
84,00 07,10 203, 00
85.00 98, 50 300. 00

(2) In case the primary nsurance
benefit of an individual (determined as
provided in subsection (d)) falls betwean
the amounts on any two consecutivo
lines in column I of the table, the
amount referred to in paragraphs (2) (B)
and (3) of subsestion (a) for such indi-
vidual shall ho the amount determined
with rospeot to such benefit (under the
applicable regulations in effect on May
1, 1962), inoreased by 12} por contum or
$5, whichevor is the larger, and further
inoreasod, if 1t is not then a multiple of
‘%8}8, to tho next higher multiple of

(2) (A) In case the primary insurance
benefit (determined as provided in sub-
seotion (d)) of an individual falls bhe-
tween the amounts on any two consecu-
tive lines in column I of the table, the
amount referrext to in paragraphs (ls (B)
and (2) of subsection (a) for such Indi-
vidual shall be the amount determined
Ei) by applying the formula in subseotion
a) (1) to the average monthly wage
which would be determined for such
individual under paragraph (4) of this
subseotion as in offeot prior to the enact-~
mont of the Sooclal Seourity Amend-
ments of 1964, (il) by Increasing the
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(3) For the purpose of facilitating the
use of the conversion tablo in computing
any insurance bonefit under seetion 202,
the Administrator is authorized to
agsumo that the primary insurance
honefit from which such henofit under
seotion 202 is dotermined is one cont or
two cents more or less than its actual
amount,

(4) For purposes of seotion 203 (a),
the average monthly wage of an indi-
vidual whose primary insurance ameunt

5054 5—4-———0
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amount determined under olause (i), if it
is not a multiple of $0.10, to the next
higher multiple of $0.10, and (iii) by
further increasing such amount to the
extent, if any, it is less than $5 greater
than the primary insurance amount
which would be determined for him by
use of his primary insurance benefit
under paragraph (2) of this subsection
as in effect prior to the enactment of the
Social Security Amendments of 1954,

(B) In case the primary insurance
amount (determined under subsection
(d)) of an individual falls between. the
amounts on any two consecutive lines
in column II of the table, the amount
referred to in paragraphs sl) (B) and
(2) of subsection (a) for such individual
shall be the amount determined under
subparagraph (A) of this paragraph for
an individual whose primary insurance
benefit would (under paragraph (2) of
this subsection as in effect prior to the
cnactment of the Social Security Amend-
ments of 1954) produce such primary
insurance amount; except that, if there
is no primary insurance benefit which
would (under such paragraph (2)) pro-
duce such primary insurance amount or
if such primary insurance amount is
higher than $77.10, the amount referred
to in paragraphs (1) (B) and (2) of
subsection (a) for such individual shall
be the amount determined (i) by apply-
ing the formula in subsection (a) 8? to
the average monthly wage from which
such primary insurance amount was
determined, (if) by inoreasing the amount
determined under clause (i), if it is not
a multiple of $0,10, to the next higher
multiple of $0.10, and (iif) by further
increasing such amount to the extent,
if any, it is less than $56 groater than
such primary insurance amount,

(C) If the provisions of subpara-
graphs (A) and (B) of this parai(raph
are both applicable to an individual,
the amount referred to in paragraphs
(1) (B) and (2) of subsection (a) for
such individual shall be the larger of
the amountls determined under such
subparagraphs,

(:’3) Fc%r the purpose of facilitating the
use of the conversion table in computing
any insurance benofit under section 202,
the Scoretary is authorized to assume
that the primary insurance benefit from
which such benefit under seotion 202 is
dotermined 18 ono cent or two cents
more or less than its actual amount.,

(4) For purposes oi section 203 (a),
the average monthly wage of an indi-
vidual whose primary insurance amount
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iz determined under paragraph (2) of
this subsection shall be a sum ¢qual to
the average monthly wage which would
result in such primary insurance amount
upon application of the provisions of
subsection (a) (1) of this section and
without the application of subsection
(e) (2) or (g) of this section; except that,
if such sum is not a multiple of $1, it
shall be rounded to the nearest muldple

of $1.

Primary Insurance Benefit for Purposes
of Conversion Table

(d) For the purposes of subsection
(¢), the primary insurance benefits of
individuals shall be determined as
jollows;

(1) In the case of any individual who
was entitled to a primary insurance
benefit for August 1050, his primary
insurance benefit shall, except as pro-
vided in paragraph (2), be the primary
insurance benefit to which he was so
entitled.

(2) In the ease of any individual to
whom paragraph (1) is applicable and
who is & World War IT veteran or in
August 1950 rendered services for wages
of $15 or more, his primary insurance
benefit shall be whichever of the follow-
ing is larger: (A) the primary fnsurance
benefit to which he was entitled for
August 1950, or (B) his primary insur-
ance benefit for August 1950 recom-
puted, under seetion 200 (q) of the
Social Seeurity Act as in effect prior to
the enactment of this section, in tha
samo manner as if such individual had
filed application for and was entitled to
a recomputation for August 1960, excopt
that in making such recomputation see-
tion 217 (a) shall bo u‘)plionhlo if nuch
individual is & World War 1T voteran,

(3) In the caso of any individual who
died prior to September 1060, his pri-
mary insurancoe benefit shall be dotor-
mined as provided in this title as in
effeot. prior to the onactment of this
geotion, oxcopt that soction 217 (a)
shall he applicable, in lou of seotion 210
of this Act as in cffeot prior to the enaot-
ment of this section, but only if it results
in o largor ‘prhm\ry insuranco henofit,

(4) In the easo of any other indi-
vidual, his primary insurance benefit
shall be computed as provided in this
titlo ng in effeet prior to the ennctiment
of this section, except that—

(A) In the computation of such
benofit, suech individual’s averago
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is determined under paragraph (2) of
this subsection shall be a sum equal to
the average monthly wage which would
result in such primary insurance amount,
u‘pon the application of the provisions
of subsection (a) (1) (A) of this section
and withont the application of subsec-
tion (e) (2) or (g) of this section; except
that, if such sum is not a multiple of
31, it shall be rounded to the nearest
multiple of $1 (or to the next higher
multiple of $1 if it is a multiple of
$£0.50).

Primary Insurance Benefit and Primary
Insurance Amount for Purposes of
Conversion Table

(d) For the purposes of subsection
(e , the primary insurancs benefits and
the primary insurance amounts of {ndi-
viduals shall be determined as follows:

(1) In the case of any individual who
wag entitled to a primary insurance
henefit for August 1950, his primary
ingurance henefit shall, except as pro-
vided in paragraph (2), be the primary
insurance benefit to which he was so
entitled.

(2) In the case of any individual to
whom paragraph (1) is applicable and
who is a World War II veteran or in
August 1950 rendered services for wages
of $15 or more, his primary insurance
henefit shall be whichever of the follow-
ing is larger: (A) the primary insurance
benefit, to which he was entitled for
August 1950, or (B) his primary insur-
ance benefit for August 1950 vecom-
puted, under seetion 209 (q) of the Social
Hecurity Act ag in cffect prior to the
ennotment of this section, in the same
manner as if such individual had filed
application for and was entitled to a
recomputation for August 1950, except
that in making such recomputation scc-
tion 217 (a) shall ho applicn.ble if such
individual is 8 World War II vetoran,

(3) In tho case of any individual who
died prior to S()\)temher 1060, his pri-
mary insurance benefit ghall be doter-
mined as provided in this title as in
effect prior to the enactmont of this sec-
tion, excopt that section 217 (a) shall be
applicable, in lieu of section 210 of this
Aot as in effect prior to the enactment of
thig seotion, bhut only if it results in a
larger i)rimm*y ingurance benofit,

4) In tho cese of any othor indi-
vidual (oxcopt an individual who at-
tainad ago twenty-two aftor 1960 and
with respoct to whom not less than six
of tho quartors olapsinpiv aftor 1960 are
quarters of coverage), his primary in-
surance bonofit shall be computed as
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monthly wago shall (in lieu of being
determined under section 209 (f)
of such title as in effect prior to the
ennctment of this sectlon) be
determined as provided in sub-
seetion (b) of thig section, except
that his starting date shall be
December 31, 1936.

(B) For purposes of such com-
putation, the date he became en-
titled to old-age insurance bencfits
shall be deemed to be the date he
bhesame entitled to primary insur-
ancs benofits,

(Cy The 1 per centum addition
provided for in section 200 (e) (2)
of this Act as in effect prior to
the enactment of this section shall
be applicable only with respect to
calendar vears prior to 1951,

(D) The provisions of subsection
(o) shall be applicable to such com-
putation,

Certnin Wages and Solf-Employment
Incomo Not To Be Countec

t6) For the purposes of subsections
(h) and (d) (4)—

(1Y 'in computing an individual’s
nvorage monthly wagoe thero shall
not be counted, in the case of any
calondar yoar aftor 1960, tho oxcoss
ovor $3,600 of (A) the wages paid
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provided in this title as in effect prior
t;) the onactment of this section, excoept
that—

(A) In the computation of such
“bonefit, such individual’s averago
monthly wage shall (In licu of bein
detormined under section 209 (t%
of such titlo as in offect prior to
the onactmont of this soction) be
detormined as provided in sub-
soction (b) of this section, except
that his starting date shall {)’c
Decembeor 31, 1936.

(B) For ))ur?oscs of such .com-
putation, the date he became en-
titled to old-age insurance benefits
shall be deemed to be the date he
became entitled to primary insur-
ance henefits,

(C) The 1 per centum addition
provided for in section 209 (e) (2)
of this Aect as in effect prior to the
enactment of this section shall be
applicable only with respect to
oalendar vears prior to 19561,

{I)) The provisions of subsece-
tion (e) shall be applieable to sueh
computation,

(6) In the case of any individual to
whom paragraph (1), (2), or (4) of this
subsection is applicable, his primary in-
suranco benefit shall be computed as
provided therein oxcept that, for pur-
poses of 3):\mglmphs (1) and (2) and sub-
paragraph (C) of paragraph (4), any
quarter prior to 1951 any part of which
was included in a period of disability
shall bo oxecluded from the elapsed
quarters unless it was a quarter of eover-
ago, and any wages paid in any such
quarter shall not bo counted.

(6) Tho primary Insurance amount of
any Individual shall be computod as
providod in this section as in el}oct prior
to the enactment of this paragraph,
oxcept that the amendments mado by
spotions 102 (b) (othor than paragraph
(2) thoreof), 104, and 106 of thoe Soclal
Socurity Amondmeonts of 1964 (relating,
rospoctivoly, to inorease in  bonefit
amounts, incroaso in oarnings countod,
and poriods of disabiiity) shall, to thoe
oxtont provided by such sections, ho
applicable to such computation,

Certain Wages and Self-Fmploymoent
Income Not To Be Counte '

(6) For the purposes of subsocotions
(b) and Sd) 4)—

(1) in computing an individual’s
avorage monthly wage there shall
not be counted the eoxcess over
$3,600 in tho caso of any calendar
yoar aftor 10560 and heforo 1955,
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to him in such year, plus (B) the
gelf-omployment income credited to
such year (a8 determined under
section 212); and

(2) il an individual's average
monthly wage computed under sub-
section (b) or for the purposes of
subsection (d) (4) is not a multiple
of 31, it shall be redueed to the
next lower multiple of 51,

Recomputation of Benefits

(f) (1) After an individual’s primary
insurance amount has been determined
under this seetion, there shall be no re-
computation of such individual’'s pri-
mary insurance amonnt excepl as pro-
vided in this subscetion or, in the caso
of & World War Il veteran who died
prior to July 27, 10564, as provided in
seetion 217 (h),

(2) (A) Upon application by an in-
dividual entitled to old-ngo Ingurance
bonefits, the Administrator shall recom-
pute his primary insurance amount if
application therefor i1 filed after the
twelfth month for which deductions
under paragraph (1) or (2) of section
203 (h) have heen imposed (within a
period of thirty-six months) with respect
{o such benefit, not taking into acecount.
any month prior to September 1960 or
prior {0 the carliest month for which
tho last provious computation of his
primary insurance amount was offective,
and if not less than six of tho quarters
clapsing after 1950 and prior (o the
quarter in which he filed such applica-
tion are quarters of coverago.
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and the oxcess over $4,200 in the
case of any calendar year aftor 1054,
of (A) the wages paid to him in such
vear, plus (B) the solf-employmont
income credited to such yoar (as
determined under scetion 212);

(2) if an individual’s average
monthly wage computed under sub-
section (b) or for the purposes of
subsection (d) (4) is not a multiple
of $1, it shall be reduced to the next
lower multiple of §1;

(3) if an individual’s closing date
is determined under paragraph (3)
{A) of subscction (bs and ho hasg
self-employment incomo in a tax-
able year which begins prior to such
closing date and ends after the last
day of the mounth preceding the
month in which he becomes entitled
to old-age insurance bonefits, there
shall not be counted, in determining
his average monthly wage, his self-
employment income in such taxable
vear, except as provided in section
215 (f) (3) (C); and

(4) in computing an individual's
average monthly wage, there shall
not be taken into account (A) any
wages paid such individual in any

uarter any part of which was in-
cluded in a period of disability un-
less guch quarter was a quarter of .
coverage, or (B) any self-employ-
ment income of such individual for
any taxable year all of which was
included in a period of disability,

Recomputation of Benefits

(fy (1) After an individual’s primary
insurance amount has been determined
under this section, there shall he no re-
computation of such individual’'s pri-
mary ingurance amount exeept as pro-
vided in this subgcetion or, in the ease
of & World War TI veteran who died
prior to July 27, 1054, as provided in
seefion 217 (h).

(2) (A) Upon applieation filed aftor
1054 by an individual entitled to old-
age insurance henefits, the Soorotary
shall recompute hig primm'y insurance
amount if— ,

(1) he has not less than six quar-
ters of covorage in the period after
1060 and prior to the quarter in
which such applieation is filed,

(i1) ho has wages and self~employ-
nent fncome of more than $1,200 in
# calondar year which ocours after
1063 (not taking into account any
yoar prior to tho calendar year in
which tho last provious recomputa-
tion, if any, of his primary {nsur-
anco amount was effective) and
after tho yoar in which ho became
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(B) Upon application by an indi-
vidual who, in or before the month of
filing of such a‘)plicution, attained the
age of 75 and who is entitled to old-age
insurance benefits for which the primary
insurance amount was computed under
subsection (a) 33) of thig section, the
Administrator shall recompute his pri-
mary insurance amount if not less than
six of the quarters elapsing after 1950
and prior to the quarter in which he
filed application for such recomputation
are quarters of coverage.

(C) A recomputation under subpara-
graphs (A) nn(‘ (B) of this paragraph
shall be made only as provided in sub-
seetion (a) (1) and shall take into
account only such wages and self-
employment income as would be taken
into account under subsection (b) if the
month in which applieation for recom-
putation is filed were deemed Lo be the
month in which the individual hecame
entitled to old-age insurance benefits,
Such recomputation shall be effective
for and after the month in which such
applieation for recomputation is filed.

(3) (\) Uron application by an indi-
vidual entitled to old-age Insurance
benefity, filed at least six months after
the month in which he hecame so en-
titled, the Administrator shall recom-
pute his primary insurance amount,
Such recomputation shall be made in
tha manner provided in tho preceding
subgeotions of this sootion for computa-
tion of such amount except that his
closing dates for purposes of subsection
(b) shall be deemed to be the first day
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(without the applieation of section
202 (J) (1) entitled to old-age in-
surancs benofits or filed an applica-
tion for recomputation (to which
‘ he is entitled) undor section 102 (o)
(5) (B) or 102 (f) (2) (B) of the
Socinl Security Amendments of 1964
whichever of such events iy the
Intest, and ’
(iif) he filed such application no
earlier than six months after such
calendar year referred to in clause
(it) in which he had such wages and
gelf-omployment income. )
Such recomputation shall be effective
for and after the twelfth month before
the month in which he filed such appli-
cation for recomputation but in no
event earlier than the month following
such calendar year referred to in clause
(ii). For the purposes of this subpara-
graph an individual's self-employmont
income shall be allocated to calendar
uarters in accordance with section 212,

(B) A recomputation pursuant to
subparagraph (AS shall be made as pro-
vided in subsection (n) of this soction
and as thoygh the individual first be-
camo entitled to old-age insurance
benofits in the month in which he filed
tho application for such recomputation,
but only if the provisions of subsection
(b) (4) were not applicable to the last
rn‘ovious computation of his Primary
nsurance amount, If the provisions of
subgection (b) (4) were applicable to
such previous computation, the recom-
putation under subparagraph (A) of this
paragraph shall bo made only as ‘n'o»
vided in subsection (n) (1) (other than
subparagraph (B) thereof) and for such
{mrpones his averago monthly wage shall
»a dotermined as though he beeame
entitled to old-age insurance benefits
in the month in which he filed tho appli-
cation for rocomputation under sub-
paragraph (A), oxcopt that, of the pro-~
visions of paragraph (3) of subseotion
b), only the provisions of subparagraph
A) thereof shall be al)plim\blo.

(8) (A) Upon application by an indi-
vidual—

(1) who hocame (without the
application of section 202 (§) (1))
entitled to old-age insurance bene-
fits undor sestion 202 (a) after Au-
gust, 1964, or

(if) whose primary insurance
amount was rocomputed under seg-
tion 102 (e) (b) or 102 (f) (2) (B)
of tho Hoclal Security Amendments
of 19564, or
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of the quarter in which he became on-
titled to old-age insuranco benefits,
Such recomputation shall be effective
for and after the first month in which he
beecame entitled to old-age insurance
henefits,

(B) Upon application by a person
entitled to monthly benefits on the basis
of the wages and self-employment in-
come of an individual who died after
August. 1950, the Administrator shall
recompute such individual’s primary
insurance amount if such application is
filed at least six months after the month
in which such individual died or beeame
ontitled to old-age Insurance benefits,
whichever first ocourred, Such recom-
putation shall he made In the manner
provided in the preceding subsections
of this seetion for computation of such
amount except that his closing dates for
purposes of subsection (h) shall be
deemed to be the first, day of the quarter
in which he died or became entitled to
old-nge insurance benefits, whichever
first oceurred. Such recomputation shall
he effective for and after the month in
which sueh person who filed the applica-
tion for recomputation hecame entitled
to such monthly benefits. No recom-
putation under this paragraph shall
affect tho amount of the lump-sum
death payment under subsection (i) of
seetion 202 and no such recomputation
shall render erroneous any such pay-
ment  certified by the Administrator
prior to the effeetive date of the recoms-
putation,
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(iti) whose primary insurance
amount. was recomputed as pro-
vided in the first sentence of para-
graph (2) (B) of this subscction on
the basis of an application filed
after August 1054,

the Sccretary shall rocom}mte his pri-
meary insurance amount if such appli-
cation Is filed after the year in which he
became ontitled to old-age insurance
benefits or in which he filed his appli-
cation for tho last recomputation (to
which he was entitled) of his primary
insurance amount under any Provislon
of law referred to in olauge (1) or (fif)
of this sentonce, whichover is tho later.
Such recomputation under this sub-
parafmph shall be made in the manner
provided in the preceding subseotions
of this seotion for computation of his
{)rlmar,v insurance amount, except that
s closing date for purposes of sub-
section (b? ghall be the first day of the
g;ear following the year in which he
ecame entitled to old-age Insurance
benefits or in which he filed his appli-
cation for the last recomputation (to
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which he was entitled) of his primary
insurance amount under any provision of
law referred to in clauso id or (iil) of
the preceding sentence, whichever is the
later. Such reccomputation under this
subparagraph shall be effective for and
after the first month for which his last
[)rovious computation of his primary
nsurance amount was effective, but in
no event for any month prior to the
twenty-fourth month before the month
in which the application for such recom-
putation is filed.

(B) In the case of an individual
who dies after August 19064—

(i) who, at the time of death, was
not entitled to old-age insurance
benefits under section 202 (a), or
who became entitled to old-age in-
surance benefits under section 202
(n) after August 1954, or whose
primary insurance amount was re-
computed under paragraph (2) or
(4) of this subsection, or section
102 (e) (b) or section 102 (f) (2)
(B) of the Social Security Amend-
ments of 1954, on the basis of an
ap;;lication filed after August 10564;
AN

(i) with respect to whom the
last previous computation or re-
computation of his primary in-
surance amount was based upon a
closing date detoermined under
subparagraph (A) or (B) of sub-
seotion (b) (8) of this seotion

tha Scoretary shall recompute his pri-
mary insurance amount upon ihe min%
of an apl)lioation by a person entitlec
to monthly benefits or & lump-sum
death payment on the bhasis of his
wages and self-employmont  income,
Such recomputation shall be made in
the manner provided in tho preceding
subsections of this sootion for compu-
tation of sucli amount, except that his
closing date for purposes of subacotion
(b) shall be tho day following the yoar
of death in gase he died without be-
coming ontitled to old-age insuranae

" bonefits, or, in case he was entitled to

old-ago insurance beneflts, the day
following the year in whicfx was filed
the application for tho last provious
computation of his primary insurance
amount or in which the individual
died, whichever first ocourred, In the
case of monthly benefits, such reecom-
putation shall be offective for. and after
the month in which the person entitled
to such monthly henefits became so
entitled, but in no event for any month
Prlor to the twenty-fourth month be-
ore the month in which the application
for such recomputation is filed,
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(1) Upon the death after August 1950
of an individual entitled to old-age in-
surance benefits, if any person is en-
titled to monthly benefits, or to a lump-
sum death payment, on the basis of the
wages and self-cmployment income of
such individual, the Administrator shall
recompute the decedent’s primary insur-
ance amount, but (except as provided
in paragraph (3) (B)) only if—

A) the decedent would have
been entitled to a recomputation
under paragraph (2) if he had filed
application therefor in the month
in which he diod; or

(B) the decedent during hig life-
time was paid compensation which
is treated, under section 2056 (0), as
remuneration for cmployment,

If recomputation isfpermitted by sub-
Pnrngrup\ (A), the recomputation shall
bo made (if at all) a3 though he had filed
application for a recomputation under
paragraph (2) in the month in which he
died, except that such 1'000mgmtntl0n
shall inelude any componsation (de-
seribed in section 205 (0)) paid to him
prior to the divisor closing date which
would have been applicable under such
paragraph, If recomputation is per-
mitted by auh{mmgl'np 1 (B3), the recom-
putation shall take into account only
the wages and self-omployment incomo
which were taken into account in the
last provious computation of his pri-
mary insurance amount and the com-
pensation (deseribed in section 205 (o))
paid to him prior to the divisor closing
date applicablo to such computation, If
both of the preceding sentences aro ap-
plicable to an individual, only the recom-
putation whioh results in tho largoer pri-
mary insurance amount shall bo made.

(5) In tho case of any individual who
became entitled to old-age Insurance
benefits in 1962 or in a taxable year
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(C) If an individual’s closing dato is
determined under paragraph (3) (A) of
subsection (b) of this section and he
has sclf-employment income in a tax-
able year which begins prior to such
closing date and cends after the last
day of the month preceding the month
in which he beeame entitled to old-age
insurance benefits, the Scerctary shall
reccompute his  primary insurance
amount after the close of such taxablo
year, taking into account only such
self-employment income in such tax-
able year ag is, pursuant to section 212,
allocated to calendar quarters prior to
such closing date, Such recomputa-
tion shall be effective for and after the
first month in which he became entitled
to old-age insurance henefits,

(4) Upon the death after 1954 of an
individual entitled to old-age insurance
benefits, if any person is entitled to
monthly benefits, or to a lump-sum
denth payment, on the basis of the
wages and sclf—mnployment income of
such individual, the Secretary shall re-
compute the decedent’s g)rimary insur-
ance amount, but only if—

(A) the decedent would have been
entitled to a recomputation under
paragraph (2) (A) (without the ap-
Plication of clause (iff) thereof) if
16 had filed applieation therefor in
the month in which he died; or

(B) the decedent during his life-
time was paid compensation which
was treated under seotion 206 (o) as
remuneration for employment,

If the recomputation is permitted by sub-
aragraph JA) the recomputation shall
o made (If at all) as though ho had filed
application for a recomputation under
{mmgmph (2) (A) in the month in which
1¢ died, exeept that such rocom'pumtlon
shall include any compensation (de-
seribed in seetion 206 (0)) paid to him
weior to the closing date which would
wve been applieable under such para-
graph. If rocomputation is pormitted
by subparagraph (B) the recomputa-
tion shall take into account only tho
wages  and  self-omployment  incomo
which were taken into account in the last
yrovious computation of his primary
nsurance amount and tho compensa-
tlon (deseribed in section 206 (o)) paid
to him prior to the closing dato ap-
plicable to such computation, If both
of tho proceding sentences are appli-
cablo to an individual, only the recompu-
tation which results in the largor pri-
marv insurance amount shall ho made,

(6) In the case of any individual who
becamo entitled to old-age insurance
benefits in 1962 or in a taxable year
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which began in 10562 (and without the
appleation of section 202 (j) (1)), or
who died in 1052 or in a taxable vear
which began in 19562 but did not become
entitled to such benefits prior to 1052,
and who had self-employment income
for o taxable year which ended within
or with 1962 or which began in 1952,
then u{mn application filed after the
close of such taxable year by such in-
dividual or (if ho died without filing such
application) by a person entitled to
monthly benefits on the basis of such
individual’'s wages and self-employment
income, the Administrator shall re-
compute such individual’s primary in-
surance amount. Such recomputation
shall be made in the manner provided
in the preceding subsections of this see-
tion (other than subsection (b) (4) (A))
for computation of such amount, except
that (A) the self-employment income
closing date shall be the day following
the quarter with or within which such
taxable year ended, and (B) the self-
employment income for any subsequent
taxable year shall not be taken into ac-
count. Such recomputation shall be
effeetive (A) in the case of an applica-
tion filed by such individual, for and
after the first month in which he be-
eame entitled to old-age insurance bene-
fits, and (B) in the oase of an application
filed by any other person, for and after
the month” in which such person who
filed such application for recomputa-
tion beeame entitled to such monthly
henefite,  No recomputation under thig
paragraph pursuant to an application
filed after such individual’s death shall
affect the amount of the lump-sum death
payment under subsection 81) of scotion
202, and no such recomputation shall
render erroneous any such payment cor-
tified by the Administrator prior to the
elfective date of the recomputation,

(6) Any  recomputation under this
sibsection shall bo effective only if such
recomputation results in a higher pri-
mary insurance amount.,

* * * * "

OTHER DEFINITIONS
Sre, 216, For tho purposes of this

titlo—
* * * * *
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which began in 19562 (and without the
applieation of sestion 202 (j) (1)), or
who died in 1962 or in a taxable year
which began in 1952 but did not become
entitled to such benefits prior to 1952,
and who had sclf-employment income
for a taxable year which ended within
or with 1962 or which began in 1952,
then utpon application filed after the
close of such taxable year by such in-
dividual or (if he died without filing such
application) by a person entitled to
monthly bhonefits on the basis of such
individual's wages and delf-employment
income, the Administrator shall Tecom-
pute such individual’s primary insurance
amount. Such recomputation shall be
made in the manner 3)rovidcd in the pre-
ceding subsections of this section (other
than subscetion (b) (4) (A)) for compu-
tation of such amount, except that ?A)
the seclf-employment income closing
date shall be the day following the quar-
ter with or within which such taxable

year onded, and (B) the secif-employ-

ment income for any subsequent taxable
year shall not be taken into account,
Such recomputation shall bo effective
(A) in the case of an application filed
by suoch individual, for and after the
first month in which he hecame entftled
to old-age tusurance henefits, and (B) in
tho caso of an application filed by any
other person, for and after tho month in
whioh such person who filed such appli-
catlon for recomputation became on-
titled to such monthly benefits, No ro-
computation under this paragraph pur-
suant to an application filed aftor such
individual’s death shall affoct the
amount of tho lump-sum doath pay-
ment undor subsoection (i) of section 202,
and no sueh’ l'GCOlnH)uttltion shall render
arroncous any such paymont cortified
by tho Administrator prlor to tho offec-
tivo dato of the recomputation,

(6) Any recomputation under this
subsection ghall be offectivo only if such
rocomputation results in a higher prl-
mary insurance amount. '

* * * * *

OMHER DEFINITIONS

Sue, 216, Tor tho purposes of this
title—-
* * * * *

Disability; Porlod of Disability

@) (1& The torm !'disability’ moans
(A) inability to ongago in any substan-
tial gainful activity by reason of any
modioallr doterminable physical or
mental Impairment which ocan bo ex.
peoted to result in death or to be of long-
continued and indefinite duration, or
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(B) blindness; and the terin ‘‘blindness”
means central visual acuity of 5/200 or
less in tho better eye with the use of a
correcting lens, An eye in which the
visual field {8 reduced to five degrees
or less concentric contraction shall be
considered for the purpose of this para-
graph as having a central visual acuity
of 5/200 or less. An individual shall
not be considered to be under a dis-
ability unless he furnishes such proof
of the oxistence thoereof as may be re-
guired, Nothing in this title shall be
construed as authorizing the Secretary
or any other officer or employee of the
United States to interfere in any war
with the Pmctice of medicine or with
relationships between practitioners of
medicine and their patients, or to exer-
cise any supervision or control over the
administration or oporation of any
hospital,

(2) The term “‘period of disability”
means a continuous period of notless
than six full calendar months (begin-
ning and ending as hereinafter provided
in {his subsection) during which an in-
dividual was under a disability (as de-
fined in paragraph (1)). No such
period shal ba§in as to any individual
unless such individual, while undor a
disability, files an app]{cntion for a dis-
ability determination with respect to
such period; and no such poriod shall
begin as to any individual after such
individual attaing rotiromont ago., T¥ix-
copt as provided in paragraph (4), a
period of disability shall begin-—

(A) if the individual satisfies the
requirements of paragraph (3) on
such day,

(1) on the day the disability
hegan, or

(i1) on the first day of the
one-year period which ends
with the day bofore the day
on which the individual files
such application,

whichever occurs later;

(B) if such individual does not
eatisfy the rocuirements of para-
graph (3) on the day referred to in
subparagraph (A), then on the first
day of the first (}uurter thereafter
in which he satisfics such require-
ments,

A period of disability shall end with the
close of the last day of the first month
in which eithor the disability ceases or
the individual attalns retirement age.
No application for a disability deter-
mination which is filed more than three
months before the first day on which a
period of disabllity can begin (as
determined under this paragraph) shall
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BENKFITS IN CASE OF VETERANS
Sue, 217, () (1) Tor purposes of do-
fermining  ontitlemont to  and  the
amount of any monthly henefit for any
month aftor August 1950, or entitlo-
ment to and the amount of any lump-
sum death payment in enso of a death
after sych month, payable under this
title on tho basis of tho wages and solf-
cmployment fncomo of any World War
Il voteran, such vetoran shall Dbe
deemed to have heen rald wages (in
addition to the wages, If any, actually
paid to him) of $160 in each month
during any part of which ho served in
the active military or naval service of
the United States during World War II,
"This subseotion shall not bo applicable
in the ocase of any monthly benofit or

lnip-sum death payment if—

(A) a larger auch benefit or pay-
ment, as the case may bo, would be
payable without its applfcat!on ; or
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be accepted ss an application for pur-
poses of this paragraph, and no such
application which is filed prior to
January 1, 19565, shall be accepted.

@) The requirements referred to in
clauges (A) and (B) of paragraphs (2)
and (4) are satisfied by an individual
with respect to any quarter only if he
had not less than—

(A) six quarters of coverage (as
defined in section 213 (a) (2)) dur-
ing the thirtecen-quarter period
which ends with such quarter; and

(B) twenty quarters of coyerage
during the forty-quarter period
which ends with such quarter,

not counting as part of the thirteen-
quarter period specified in clause (A),
or the forty-quarter period speocified in
clause (B), any quarter any part of
which was included in & prior period of
disability unless such quarter was a
quarter of coverage.

(4) If an individual files an applica-
tion for a disability determinstion after
December 1964, and before July 1957,
with respect to a dizability which began
before July 1956, and continued without
interru?tiou until such application was
filed, then the beginning dse' for the
period of disability, if such Individual
;loes not die prior to July 1, 1955, shall
he-—

(A) the day such disability began,
but only if he eatisfies the require-
ments of paragraph (3) o1. such day;

(B? if he does not satisfy such
recuirements on such day, tho first
day of the first quarter thoreafter
in which he satisfios such requirc-
ments,

DENEBFITS IN CABE OF VETHRANS

Sk, 217, (a) Sl) Tor purposes of de-
termining ontitlemont ~to and the
amount of any monthly benofit for any
month after August 1950, or entitlemont
to and the amount of any lump-sum
death payment in caso of a death after:
such month, payable under this title on-
the bagls of the wages and self-omploy-
ment income of any World War II vet-
oran, and for purposes of soction 216 (i)
(3), such voteran shall bo deemed to
have been pald wages (in addition to the
wages, if any, actually paid to him) of
$160 in each month during any part of
which he served in the active military
or naval sorvice of the United Btates
during World War II. This subsection
shall not be applicable in the case of MK
monthly benefit or lump-sum deat
payment if— '

(A) a lacger such benefit or lpa -

ment, as the case may be, would
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(B) a henefit (other than a bene-
fit payable in & ‘utnp sum unlesy
it 13 a commutation of, or n subgti-
tute for, periodic payments) which
{s based, in whole or in part, upon
the active military or naval service
of such vetoran during World War
11 is determined by any agency or
wholly owned instrumentality of
the United States (other than the
Veterans' Administration) to be
payable by it under any other Jaw
of the United States or under a
system established by such ageney
or instrumentality.

The provisions of clause (13) shall not
apply in the case of any monthly benofit
or lump-sum death payment under this
title il its application would reduce by
$0.50 or lesy the primary insurance
amount (as computed under section 2156
prior to any recomputation thereof
pursuant to subsection (f) of such see-
tion) of the individual on whose wages
and self-employmoent income sueh bene-
fit. or payment is based,

(2) Upon appliention for benefits or
a lnmp-sum death payment on the basis
of the wages and self-employment in-
come of any World War 1T veteran, the
Federal Sceurity  Administrator shall
makae a decision without regard to elause
(1) of pavagraph (1) of this subgection
uniess he has been notified by some
other ageney or instrumentality of the
United States that, on the basis of the
military or naval service of such veteran
during World War II, a benefit de-
acribed in clauge (B) of paragraph (1)
hay been determined by such agency o
instrumentality to be payable by it
If he has not heen so notified, the Ted-
eral Security Administrator shall then
ascertain whether some other ngency or
wholly owned instrumentality of the
United States hag declded that o benefit
deseribed {n elause (B) of paragraph (1)
ix payablo by it.  If any sueh ageney or
instriumentality has deeided, or there-
after decides, that such a benefit s
)lm,\'uhle by it, it shall go notify tho
‘ederal  SBecurity  Administrator, and
the Admindstrator shall certify no fur-
ther henefits for payment or shall recom-
pute the amount of any further benefity
payable, as mnay be required by para-
graph (1) of this subscetion.

(3) Any ngeney or wholly owned in-
strumentality of the United States
which {s authorized by any law of the
United States to pay benefitls, or has a
svstem of benefits whieh are based, in
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payable without its application; or
(B) a benefit (other than a bene-
fit payable in a lump sum unless it -
is a commutation of, or a sub-
stitute  for, periodic payments)
which is based, in whole or in part,
upon the active military or naval
service of such veteran during
World War II is dotermined by any
agency or wholly owned instru-
mentality of the United States
(other than the Veterans' Adminis-
tration) to be payable by it under
any othoer law of the United States
or under a sysltem established by
such agency or instrumentality.
I'ne provisions of clause (B) shall not
apply in the case of any monthly benefit
or lump-sum death payment under
this title if its application would reduce
by $0.50 or less the primary insurance
amount {as computed under section 215
prior to any recomputation thereof
pursuant to subscction (f) of such sec-
tion) of the individual on whose wages
and self-employment income such bene-
fit or payment is hased, The provisions
of clause (B) shall also not apply for
1)ur¥0ses of seetion 216 (1) (3).

(2) Upon application for benefits or a
hnn\)-sum death ‘)aymont on the bhasls
of the wages and self-employment in-
come of any World War II veteran, the .
Federal Sccurity Administrator shall
make a decision without regard to
olause (B) of paragraph (1) of this sub-
seetion unless he has been notified by
some other ageney or instrumentality of
the United States that, on the basis of
the military or naval service of such
veteran during World War 11, a benefit
deseribed in clause (B) of paragraph (1)
has bheen determined by such agenoy or
instrumentality to be payable by it.
If he has not heen so notiffed, the Ted-
eral Seceurity Administrator shall then
aseertain whether some other ageney or
wholly owned instrumentality of tho
United States has declded that a benefit
deseribed in clause (1Y) of 1mra%mph (1
is payable by it. If any such agoncy
ot instrumentality has deelded, or thore-
after deoides, that such a honefit 1
im,vnblo by it, it shall 8o notify the
dedernl  Securfty Administrator, and
the Administrator shall cortify no fur-
ther henefits for payment or shall
recompute the amount of any furthor
benefits payable, as may he required
by paragraph (1) of this subsection,

33 Any ‘agency or wholly owned
jnstrumentality of the United States
which is authorized by any law of tho
United States to pay benefits, or has a
system of benefits which are based, in
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whole or in part, on military or naval
service during World War II shall, at
the request of the Federal Seceurit
Administrator, certify to him, with
respect to any veteran, such informa-
tion as the Administrator deems ncoes-
sary to carry out his functions under
paragraph (2) of this subsection.
* * * * *

(e) (1) For puri)osos of dotermining
entitlement to and the amount of an
monthly benefit or lum}ysum death
payment Payable under this title on the
hasis of the wages and self-employment
income of any veteran (as defined in
paragraph (4)), such veteran shall be
deemed to have been paid wages (in
addition to the wages, if any, actuall?v
paid to him) of $160 in each month
during any part of which he sorved in
the active military or naval sorvico of
the United States on or after July 2b,
1947, and prior to July 1, 1955. This
subsection shall not be applicable in the
case of any monthly benefit or lump-
sum death payment if—

(A) a largor such benefit or pay-~
ment, as the case may be, would bo
payablo without its application; or

(B) a bonefit (other than a benefit
payablo in a lump sum unloss it is
a commutation of, or a substitute
for, poriodic payments) which is
base&, in whole or in part, upon the
active military or naval servico of
such veteran on or after July 20,
1047, and prior to July 1, 1056, is
determined by any ageney or wholly
owned instrumentality of tho United
States (othor than tho Veterans'
Administration) to be payable by it
under awy othor law of the United
Statos or undor a systom cstablished
by such agenecy or instrumontality,

o provisions of olause (B) shall not
apply in the caso of any monthly honofit
or lump-sum death paymont under this
titlo if its application would roduce by
$0.60 or less the primary insurance
amount (as computed undor sootlon 215
prior to any ' recomputation thereof
pursuant to subseotion (f) of such soc-
tlon) of the individual on whose wages
and self-employment income such ben.
ufit or payment I8 based,

(2) Upon application for benefits or &
lump-sum death payment on:the basis
of t‘m wages and self-employment in-
eome of-anrvetemn, the Federal Soou-
rity Administrator shall make a decision
without regard to clause (B) of puriw
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whole or in part, on military or naval
service during World War 11 shall, at
the roquest of the Fedoral Scourity
Administrator, certify to him, with
respect to any veteran, such inf ;rmation
as the Administrator deems nocessary
to carry out his funetions under para-
graph (2) of this subseetion,
* * * * *

(e) (1) Tor purposcs of determining
ontitlement to and the amount of any
monthly henefit or lump-sum death pay-
mont payable under {his title on the
basis of the wages and self-emplayment
income of any veteran (as defined in
paragraph (4)), and for purposes of
section 216 (i) (3), such veteran shall be
deemed to have been ‘pn,id wages (in
addition to the wages, if any, actuall
paid to him) of $160 in each mont%
during any part of which he served in
the active military or naval servico of
the United States on or after July 25,
1047, and prior to July 1, 1955, This
subseection shall not be applicable in the
case of any monthly benefit or lump-
sum death payment if—

(A) a largor such benefit or pay-
ment, as tho ease may be, would be
payable without its npplfcation; or

(B? & benofit (other than a henefit
payable in a lump sum unless it is &
commutation of, or & substitute for,
porfodie payments), which is based,
in whole or in part, upon tho active
military or naval service of such
vetoran on or after July 26, 1947,
and prior to July 1, 1955, is detor-
mined by any agency or wholly
owned instrumontality of thé United
Statos (othor than the Veterans'
Administration) to be t\myablo by
it'under any othor law of tho United
Statos or undor a systom estab-
lished by such ageney or instru-
mentality.

Tho provisions of clause (13) shall not
apply in tho ease of any 1nonthly benofit
or Jump-sum death poymont under this
title if its appleation would redude by
$0.60 or less tho primary insurancoe
amount (as computed undor scotion 216
prior to any recomputation thoreof
pursuant to subseotion (f) of such sece-
tion). of the individual on whose wages
and self-omployment income suoh heno-
fit or payment is based, ‘The provisions
of ojause (B) shall also not apply for
purgoses of seotion 216 (1) (8). .

(2) Upon application for bonofits or a
lum‘»smn death {mymont:on;th‘o hasis
of tho wagos and sclf-omployment in-
come of any vetoran, the Fodoral Seou-
rity Adminfstrator shall make a decision
without regard to cause (B) or para-
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graph (1) of this subsection unless he
has been notified by some other agency
or instrumentality of the United States
that, on the basis of the military or naval
service of such veteran on or after July
25, 1947, and prior to July 1, 1965, a
benefit described in clause (B) of para-
graph (1) has been determined by such
agency or instrumentality to be payable
by it. If he has not been so notified
the IFederal S8ecurity Administrator shall
then ascertain  whether somo other
agency or wholly owned instrumentality
of the United States has decided that a
benefit deseribed in clause (B) of para-
graph (1) is payable by it. If any such
ageney or instrumentality has decided,
or thereafter decides, that such a benefit
is payable by it, it shall so notify the
Federal Security Administrator, and the
Administrator shall certify no further
benefits for payment or shall recompute
the amount of any further benefits pay-
able, a8 may be roquired by paragraph
(1) of this subsection.

(3) Any agency or wholly owned in-
strumentality of the United States which
is authorized by any law of the United
states to pay benefits, or hag a system
of benefits which are bas¢d, in whole or
in part, on military or naval service on
or after July 25, 1947, and prior to Jul
1, 10565, shall, at the request of the Fed-
oral Security Administrator, cortify to
him, with respect to any vetoran, such
information as the Administrator deems
necessary to carry out his functions
under pamgraph (2) of this subsection,

(4) For the purposes of thiy subscction,
the term “veteran’” means any indivi-
dual who served in the active military
or naval service of the United States at
any timo on or aftor July 25, 1947, and
prior to July 1, 1956, and who, if dis-
charged or released therefrom, was so
discharged or released tinder conditions
other than dishonorable after active gsor-
vice of ninety days or more or by reason
of & disability or injury incurred or
aggravatoed in servico in line of duty; but
such torm shall not include any indivi-
dual who died while in the active mili-
tary or naval servico of the Unitod States
if his death was inflicted (other than by
an ocnemy of the United States) as lawful
punishment for a military or naval
offense,

VYOLUNTARY AGREEMENTS FOR COVERAGE
OF 8TATH AND LOCAL SMPLOYEES

Purpose of Agreement

Sec, 218, (a) (1) The Administrator
shall, at the request of any State, enter
into an agreement with such State for

SOCIAL SECURITY AMENDMENTS lOF 1954
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i;mph (1) of this subsection unless he
18 been notified by some other agency
or instrumentality of the United States
that, on the hasis of the military or
naval service of such veteran on or after
July 25, 1947, and prior to July 1, 1956,
a henefit deseribed in clause (Bg of para-
graph (1) has heen determined by such
ageney or instrumentality to be payable
by it. If he has not been so notifled,
the Federal Security Administrator shall
then ascertain whether some other
agency or wholly owned instrumentality
of the United States has decided that a
henefit deseribed in clause (B{) of para-
graph (1) is payable by it. If any such
agency or instrumentality has decided,
or thereafter decides, that such a benefit
is payable by it, it shall so notify the
Federal Seourity Administrator, and the
Administrator shall certify no further
benefits for payment or shall recompute
tho amount of any further bonefits pay-
able, a8 may be required by paragraph
(1) of this subseetion,

(3) Any agency or wholly owned in-
strumentality of the United States which
is authorlzed by any law of the United
States to pay benefits, or has a system
of benefits which are hased, in whole or
in part, on military or naval service on
or after July 25, 1947, and prior to July
1, 1955, shall, at the request of the
I'ederal Scourity Administrator, certify
to him, with respect to any veteran, such
information as the Administrator deems
necessary to oarry out his functions
under paragraph (2) of this subseotion,

(4) For the purposes of this subseot ion,
the term ‘“vetoran” means any indivi-
dual who served in the active military
or naval service of the United States at
any time on or after July 25, 1947, and
prior to July 1, 1956, and who, if dis-
charged or releagsed therefrom, was 8o
discharged or released under conditions
other than dishonorablo after active
sorvice of ninety days or more or by
reason of a disability or injury inourred
or aggravated in servico in lino of duty;
but such term shall not fneclude any
individual who died while in the active
military or naval service of the United
States if his death was inflicted (othor
than by an enemy of the United States)
a3 lawful punishment for o military or
naval offense,

VOLUNTARY AGREEMENTS FOR COVERAQE
OF BTATE AND LOCAL EMPLOYEES

Purpose of Agreement

Suc, 218, (a) (1) The Administrator
shall, at the request of any State, enter
intn an agreement with such State for
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the purpose of extending the insurance
system established by this title to serv-
ices performed by individuals as em-
ployees of such State or any political
subdivision thereof. Each such agree-
ment shall contain such provisions, not
inconsistent with the provisions of this
section, as the State may request.

(2) Notwithstanding section 210 (a),
for the purposes of this title the term
‘‘employment” includes any service in-
cluded under an agreement entered into
under this section,

Definitions

(b) For the purposes of this section—
(1) The term ‘‘State’” does not
include the District of Columbia.
(2) The term ‘‘political subdivi-
sion” includes an instrumentality
of (A) a State, (B) one or more
political subdivisions of a State, or
(C? a State and ono or more of its
political subdivisions,

(8) The term ‘‘employeo” in-
cludes an officer of a State or
political subdivision,

(4) The term ‘‘retirement sys-
tem'” means a pension, annuijty,
retiroment, or similar fund or sys-
tem established by a State or by
a political subdivision thereof,

(6) The term ‘“‘coverage group'’
means (A) employees of the State
other than those engaged in per-
forming service in conneotion with
a proprietary function; (B) em-
ployees of a political subdivision of
a State other than those engaged in
performing service in conncetion
with a proprictary function; (C)
employees of a State engaged in per-
forming gervice in connection with
s single propri¢tary function; or

SD) “employees of a political sub-.

division of a State ongaged in por-
forming servico in connection with
s single proprictary function, If
under the preceding sentence an
employes would he Included in
more than one ooverage group by
rosson of the fact that ho performs
service in connection with two or
more proprietar% functions or in
connection with both a Froprietary
function and a non{)ropr etary fung-
tion, he shall be included in only
ona such coverage group, The
determination of the coverage group
in which such employee shall be
included shall be made in such
mannor as may be specified in the

agreement,
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the purpose of extending the insurance
system established by this title to serv-
ices performed by individuals as em-
ployees of such State or any political
subdivision thereof., Tach such agree-
ment shall contain such provisions, not
inconsistent with the provisions of this
section, as the State may request,

(2) Notwithstanding section 210 (a),
for the purposes of this title the term
“employment” includes any service in-
cluded under an agreement entered into
under this section,

Definitions

(b) For the purposes of this section—-
(1) The term “State’ does not
include the District of Columbia,
(2) The term ‘*‘political subdivi-
sfon” includes an instrumentality
of (A) a State, (B) onc or more
political subdivisions of a State, or
(C) a State and one or more of ity
political subdivisions,

(3) The term “employee” in-
cludes an officer of a State or
political subdivision,

(4) Tho term “retirement sys-
tem” means a pension, annuity,
retirement, or similar fund or
systemh established by a State or by
a political subdivision thereof,

(5) The term ‘“‘coverage group’
means (A) employees of the State
other than thoso engaged in por-
forming sorvice in connection with
a propriotary function; (B) om-
ployces of a politioal subdivision of
o Stato other than those engaged in
performing service in conneotion
with a proprietary function; (C)
employees of a Stato engaged in
poerforming sorvice in conneotion
with a single propriotary function;
or SD) omtployces of a politieal sub-
division of a Htate engaged in por-
forming sorvice in conneotion with
a single proprietary funotion, If
under the precoeding sontonce an
omployeo would be included in
more than ono coverage group by
reason of tho fact that he performs
sorvico in conncotion with two or
moro proprietary functions or in
connootion with both a Propriot&ry
function and a nonproprietary func-
tion, he shall be included in only
one such coverago group, The de-
termination of the coverage group
in which such employee shall be
inoluded shall he made in such
manner a8 may be specified in the
agrooment, Civilian employees of

ational Guard units of a Htate
who are employed pursuant to
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Services Covered

(¢) (1) An agreement under this see-
tion shall be applicable to any one or
more coverage groups designated by the
State.

(2) In the case of each coverage group
to which the agreement applies, the
agreement must include nlll services
(other than services excluded by or
pursuant to subscction (d) or para-
graph (3), (5), or (6) of this subsection)
performed by individuals as members of
such group.

(3) Such agreement shall, if the State
requests it, exclude (in the casec of any
coverage group) any services of an
emergency nature or all services in any
class or classes of clective positions,
part-time positions, or positions the
compensation for which is on a fee basis,

SOCIAL SECURITY AMENDMENTS OF 1954
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section 90 of the National Defense
Act of June 3, 1916 (32 U. 8. C,,
sec. 42), and paid from funds
allotted to such units by the De-
partment of Defense, shall for pur-
poses of this section be deemed to
be employees of the State and (not-
withstanding the preceding pro-
visions of this paragraph) shall be
deemed to be a separate coverage
group. For purposes of this section,
individuals employed pursuant to
an agreement, entered into pur-
suant to section 205 of the Agricul-
tural Marketing Act of 1046 (7
U. 8. C. 1624) or scction 14 of the
Perishable Agricultural Commodi-
ties Aect, 1930 (7 U. 8. C,-499n)
between a State and the United
States Department of Agriculture
to perform services as inspectors of
agricultural  products may be
deemed, at the option of the State
to be employeces of the State and
(notwithstanding the preceding pro-
vitions of this paragraph) shall be
deemed to he a separate coverage
group.

Services Covered

(e) (1) An agreement under this sec-
tion shall be applicable to any one or
more coverage groups designated by the
State. -

(2) In the case of cach coverage group

to which the agreement applics, the
agreement must include ell services
(other than services excluded by or pur-
suant to subsection (d) or puragraph 3)
(6), or (6) of this subsection) per ormed
by individuals as members of such
group.
(3§) Such agreement shall, if the State
requests it, exclude (in the case of any
coverage group) any one or more of the
following;

(A) Any service of an emergency
nature;

(B) All services in any class or
classes of (i) elective positions,
(ii) part-time positions, or (lii) posi-
tions the compensation for which is
on a fee basis; .

(C). All services performed by in-
dividuals as members of & coverage
group in positions covered. by a
retirement system on'the date.such
agreement. is made ,agplica,ble to
such coverage grou;‘), ut oply in
the case of individuals who, on such
date (or, if later, the date on which

. they first occupy such positions),

are not e¢hgible to hecome members
of such system and whose services in
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(4) The Administrator shall, at the
request of any State, modify the agree-
ment with such State so as to (A)
include any coverage group to which
the agreement did mnot previously
apply, or (B) include, in the case of any
coverage group to which the agreement
applies, services previously excluded
from the agreement; but the agree-
ment as so modified may not be incon-
sistent with the provisions of this
section applicable in the case of an
original agreement with a State.

(5) Such agreement shall, if the State
requests it, exclude (in the case of any
coverage group) any agricultural labor,
or service performed by a student,
designated by the State. This para-
graph shall apply only with respect to
seryice which is excluded from employ-
ment by any provision of section 210
(a) other than paragraph (8) of such
section.

(6) Such agreement shall exclude-—

(A) service, performed hy an

individual who is employed to
relieve bim from unemployment,

" (B) service performed in a hos-
pital, home, or other institution by
a patient or inmate thereof,

(C) covered transportation serv-
ice (as determined under scction
210 (1)), and .
© (D) sérvice (other than agricul-
tural labor or service performed by
a student) which is excluded from
ernployment by any provision of
section 210 (83, other than para-
graph (8) of such section, B
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such positions have not already
been included under such agree-
ment pursuant to subsection (d) (3).
(4) The Administrator shall, at the

‘refiuest of any State, modify the agree-

ment, with such State so as to (A)
include any coverage group to which
the agreement did not previously
apply, or (B) include in the case of any
coverage group to which the agree-
ment applies, services previously ex-
cluded from the agreement; but the
agreement as so modified may not be
inconsistent with the provisions.of this
section applicable in the case of an
original agreement with a State. A
modification of an agreement pursuant
to clause (B)-of the preceding sentence
may apply to individuals to whom
paragraph (8) (C) is applicable (whether
or not the previous exclusion of the
service of such individuals was pur-
suant to such paragraph), but only if
such individuals are, on the effective
date specified in such modification,
ineligible to be members of any retire+
ment systemn or if the modification
with respect to such individuals is
pursuant to subsection (d) (3).

.. (6) iSuch agreement shall, if the State
requests it, exclude (in the case of any
coverago group) any agricultural labor,
or service performed by a student,
designated by the State, This para-
graph shall apply only with respect to
service which is excluded from employ-
ment by any provision of section 210
(a) other than paragraph (7) of such
scetion and service the remuneration
for which is excluded from wages by
paragraph (2) of section 209 (h),

(6) Such agreement shall exclude—

(A) service performed by an
individual who is employed to
relieve him from unemployment,

(B) service performed in a hos-
pital, home, or other institution by
a patient or inmate thereof,

(C) covered transportation serv-
ice (as determined under section
210 (1)), and

(D) service (other than agricul-
tural labor or service performed by
a student) which is excluded from
employment by any provision of
section 210 (a) other than para-
graph (7) of such section, )

(7{ ) reement may be ade
applicable (either in the original agree-
ment or by any modification thereof) to
service performed by aréy individual to
whom paragraph (3) (C) is applicable
unless such agreement provides (in the
case of each coverage group involved)
either that the service of any individual
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of Positions Covered by

Retirement Systemns

Exclusion

(d) No agreement with any State
may be made applicable (either in the
original agrecement or by any modifica-
tion thereof) to any service performed
by employees as members of any cover-
age group in positions covered by a
retirement system on the date such
agreement is made applicable to such
coverage group.
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to whom such paragraph is applicable
and who is & member of such coverage
group shall continue to be covered by
such .agreement in case he thereafter
becomes eligible to be a member of a
retirement system, or that such service
shall cease to be 8o covered when he
becomes eligible to be a member of
such a systemn (but only if the agree-
ment is not already agplicable to such
system pursuant to subsection (d) (3)),
whichever may he desired by the State,

Positions Covered by Retirement
Systems

(d) (1) No agreement with any State
may be made applicable (either in the
original agreement or by any modifica.
tion thereof) to any service perfermed
by employees as members of any cover-
age group in positions covered by a
retirement system either (A) on the date
such agreement is made applicable to
such coverage group, or (B) on the date
of enactment of the succeeding para-
graph of this subsection (except in the
case of pesitions which are, by reason
of action by such State or political sub-
division thercof, as may be appropriate,
taken prior to the date of enactment of
such succeeding paragraph, no longer
covered by a retirement system on the
date referred to in clause (A), and except
in the case of positions excluded by
paragraph (56) (A)). The preceding
sentence shall not be applicable to any
service performed by an employee as a
membher of any coverage:- group-in &
Poaition (other than a position excluded
yy paragraph (6) (A)) covered by a
retirement system on the date an agree-
ment is made applicable to such cover-
age %roup if, on such date (or, if later,
the date on which such individual first
occupies such position), auch individual
is ineligible to be & member of such
system. .

(2) It is hereby declared to be the
policy of the Congress in enacting the
succeeding paragraphs of this subsec-
tion that the Yroteotion afforded em-
ployees in positions covered by a retire-
ment system on the date an agreement
under this section is made applicable
to service performed in such positions,
or recelving periodioc benefits under
such retirement system at such time,
will not be impaired as a result of mak-
ing the agreement so applicable or as
a result of legislative enactment in
anticipation thereof,

(3) Notwithstanding paragraph 23,
an agreement with a State may be made
applicable (either in the original agree-
ment or by any modification thereof)
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to service performed by employees in
positions covered by a retiroment sys-
tem (including positions specified in
paragraph (4) but not including posi-
tions excluded by or pursuant to para-
graph (5)) if the governor of the State
certifies to the Secretary of Health,
Education, and Welfare that the follow-
ing conditions have been met:

(A) A referendum by secret
written ballot was held on the
question of whether service in
positions covered by such retire-
ment systemn should be excluded
from or included under an agree-
ment under this section;

(B) An opportunity to vote in
such referendum was given (and
was limited) to eligible employees;

(C) Not less than ninety days’
notice of such referendum wag
given to all such employces;

(D) Such referendum was con-
ducted under the supervision of
the governor or an agency or indi-
vidual designated by him; and

(E) A majority of the eligible
employees voted in favor of includ-
ing service in such positions under
an agreement, under this section,

An employee shall be deemedan “‘eligible
employee” for purposes of any referen-
dum with respect to any retirement
system if, at the time such referendum
was held, he was in a position covered
by such retirement system and was a
member of such system, and if he was
in such a position at the time notice of
such referendum was given as required
by clause (C) of the preceding sentence;
except that he shall not be deemed an
““eligible employee” if, at the time the ref-
erendum was held, he was in a position
to which the Staée‘agreement already
applied, or if he wss in a position ex-
cluded f)y or pursuant, to paragraph (6).
No referendum with respect to & retire-
ment system shall be valid for purposes
of this paragraph unless held within the
two-year period which ends on the date
of execution of the agreemeni or modifi-
cation which extends the insurance sys-
tem established by this title to such re-
tirement system, nor shall any referen-
dum with respec‘; to a retirement system
be valid for purposes of this paragraph
if held less than one year after the last
previous referendum held with respect
to such retirement system,

(4) For the purposes of subsection (c)
of this section, the following employees
shall be deemed to be a separate cover-

age grou
(Izl all employees in positions

which were covered by the same
retirement system on the date the
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agreement was made applicable to
such system (other than employees
to whose services the agreement
already applied on such date);

(B) all employees in positions
which became covered by such
sys{cm at-any time after such date;
anc

(C) all employecs in positions
which were covered by such sys-
tem at any time before such date
and to whose services the insurance
.system established by this title
has not been extended before such
date because the positions were
covered by such retirement system
(including employces to whose
services the agreement was not
applicable on such date bhecause
such services were excluded pur-
suant to subsection (¢) (3) S\C)).

(6) (A) Nothing in paragraph (3) of
this subsection shall authorize the ex-
tension of the insurance system estab-
lished by this title to service in any
policeman’s or fireman’s position,

(B) At the request of the State, any
clags or classes of positions covered by
o retirement system wbich may bhe
excluded from the agreement pursuant
to paragraph (3) or (6) of subsectlion
(¢), and to which the agreement does
not already apply, may be excluded
from the agreement at the lime it is
made applicable to such retirement
system; except that, notwithstanding
the provisions of paragraph (3) (C) of
such subsection, such exclusion ma
not include any services to which such
paragraph (3) (C) is applicable., In
the case of any such exclusion, each such
clags so excluded shall, for purposes of
this subscetion, constitute a separate
retirement system in case of any modifi-
cation of the - agreement thereafter
agreed to,

(6) If a retirement system covers posi-
tions of employees of the State and posi-
tions of employees of one or more politi-
cal subdivisions of the State, or covers
positions of employees of two or more

olitical subdivisions of the State, then,
or purposes of the preceding paragraphs
of this subsection, there shall, if the
State so desires, bo deemed to be a sepa-
rate retirement system with respect to
any one or more of the political subdivi-
sions concerned and, where the retire~
ment system covers positions of employ-
ees of the State, a separate retirement
system with respect to the State or with
respect to the State and any one or more
of the political subdivisions concerned,
If a retirement system covers positions
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* * * * *
Fiffective Date of Agreement

(f) Any agreement or modification of
an agrecment under this section shall
be effective with respect to services
performed after an effective date speci-
fied in such agreement or modification,
but in no case prior to January 1, 1951,
and in no case (other than in the case of
an agreement or modification agreed to
prior to January 1, 1953) prior to the
first day of the calendar year in which
such agreement or modification, as the
case may be, is agreed to by the Admin-
istrator and the State.

* * * * *

WIBCONSIN RETIREMENT FUND

(m) (1) Notwithstanding subsection
(d), the agreement with the State of
Wisconsin may, subject to the provi-
sions of this subscetion, be modified so
as to apply to service performed by
cmployees in positions covered by the
Wisconsin retirement fund,

(2) Allemployeesip J)ositions covered
by the Wisconsin retirement fund at
any time on or after January 1, 1951,

shall, for the purposes of subsection (¢).

only, be deemed to be a separate cover-
age group; except that there shall be
excluded from such separate coverage
group 8ll employeed in positions to
which the agreement applies without
regard to this subseotion,

(3) The modification pursuant to this
subsection shall exclude (in the case of
cmployees in the coverage group estab-
lished by Yaragraph (2) of this subsec-
tion) service performed by any indi-
vidual during ahy period before he is
included under the Wisconsin retire-
ment fund,
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of employeee of one or more institutions
of higher learning, then, for purposes of
such preceding paragraphs, there shall
be deemed to be a separate retirement
system for the employees of each such
institution of higher learning. For the
purposes of this {)aragraph, the term
‘institutions of higher learning’’ includes
junior colleges and teachers’ colleges.
%* * * * *

Effcctive Date of Agreement

(f) Any agreement or modification of
an agreement under this seetion shall
he effective with respect to services
Herformed after an effective date speci-

ed in such agreement or modification;
except that—

(1) in the case of an agreement
or modification agreed to prior to
1954, such date may not be earlier
than December 31, 1950;

(2) in the case of an agreement
or modification agreed to after 1954
but prior to 1958, such date may
not be earlier than December 31,
1954 ; and

(8) in the case of an agreement
or modification agreed to during
1954 or after 1957, such date may
not he earlier than the last day of
the calendar year preceding the
yvear in which such agreement or
modification, as the case may be,
is agreed to by the Secretary of
Health, Education, and Welfare
and the State.

* * * * *

WISBCONSIN RETIREMENT FUND

(m) (1) Notwithstanding paragraph
(1) of subsection (d), the agrecment
with the State of Wisconsin may, sub-
ject to the A)rovmions of this subsection,

e modified s0 as to apply to service
performed by employees In positions
?ovgred by the Wisconsin retirement
und.

(2) All employees in positions cov-
ered by the Wisconsin retirement fund
at any time on or after January 1, 1961,
shall, for the purposes of subsectfon (¢)
only, be deemed to be a separate cover-
age group; except that there shall be
excluded from such separate coverage
group all employees in positions to
which the agreement applies without
regard to this subseotion.

(3) The modification pursuant to this
gsubseotion shall exelude (in the case of
employees in the coverage group estab-
lished by paragraph (2) of this subsec-
tion) service periormed by any indi-
vidual during any period before he is
included under the Wisconsin retire-
ment fund,
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(4) The wmodification pursuant to
this subscction shall, if the State of
Wisconsin requests it, exclude (in the
case of emnployees in the coverage group
established by paragraph (2) of thig
subsection) all service performed  in
policemen’s positions, all serviee per-
formed in firemen's positions, or both.

" ¥k * *
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(4) The wmodification pursuant to
this subsection shall, if the State of
Wisconsin requests it, exclude (in the
case of employees in the coverage group
established by paragraph (2) of thix
subseetion) all service performed in
policemen’s positions, all service per-
formed in firemen's positions, or both.

Certain Positions No Longer Covered
By Retirement Systems

(n) Notwithstanding subseection (d),
an agreement with any State entered
into under this scetion prior to the date
of the enactment of this subsection may,
prior to January 1, 1958, be modified
pursuant. to subsection (c) (4) so as to
apply to services performed by em-
ployees, as members of any coverage
group to which such agreement already
applies (and to which such agreement
applied on such date of enactment), in
positions (1) to which such agreement
does not already apply, (2) which were
covered by a retirement system on the
date such agreement was made appli-
cable to such coverage group, and (3)
which, by reason of action by such
State or political subdivision thereof,
as may be appropriate, taken prior to
the date of the enactment of this sub-
section, are no longer covered by a re-
tirement system on the date such agree-
mment is made applicable to such serv-
ices,

Cerlain Kmployees of the State of Utah

(0) Notwithstanding the provisions
of subseetion (d), the agreement with the
State of Utah entered into pursuant to
fhis seetion may be modified pursuant
o subseetion (e) (1) so as {o apply to
serviees performed for any of the follow-
ing, the employees performing services
for cach of which shall constitute a
separate coverage group: Weber Junior
College, Carbon Junior College, Dixie
Junior College, Central Utah Vocational
School, Sall  Lake  Area  Vocational
School, Cenfer for the Adult Blind,
Union High School (Roosevelt, Utah),
Utah High School Activities Assoclation,
State Industrial School, State Training
School, State Board of Education, and
Utah School Employees Rotirement
Board. Any modification agreed to
prior to January 1, 1955, may be made
effective with respect to services per-
formed by employees as members of any
of such coverage groups after an eflec-
tive date specified therein, except that
in no easo may any such date bhe earlier
fthan December 31, 1950,

* » * * *
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DIBABILITY PROVIBIONS INAPPLICABLE
IF BENEFIT RIGHTS IMPAIRED

Sec. 220. None of the provisions of
this title relating to periods of disability
shall apply in any case in which their
application would result in the denial of
monthly benefits or & lump-sum death
payment which would otherwise be pay -
able under this title; nor shall they apply
in the case of any monthly benefit or
lump-sum death payment under this
title if suoh benefit or payment would be
greator without their application.

DISABILITY DETERMINATIONS

Sec. 221, (a) In the case of any indi-
vidual, the determination of whether or
not he is under a disability (as defined
in section 216 (i)) and of the day such
disability began, and the determination
of the day on which such disability
ceases, shall except as provided in sub-
section (g), be made by a State agency
pursuant to an agreement entered into
under subsection (b)., Except as pro-
vided in subsections (¢) and (d), any
such determination shall be the determi-
nation of the Secretary for purposes of
this title, '

(b) The Secretary shall enter into an
agreement with each State which is
willing to make such an agreement
under which the State agency or agencies
administerinp{ the 8tate plan approved
under the Vocational Rehabilitation
Aect, or any other appropriate State
agency or agencies, or both, will make
the determinations referred to in sub-
section (a) with respect to all individuals
in such State, or with respect to such
class or classes of individuals in the
State as may be designated in the agree-
ment at the State’s request.

(6) The Secretary may on his own
motion review a determination, made
by a Btate agency pursuant to an agree-
ment under this section, that an indi-
vidual is under a disability and, as a
result of such review, may determine
that such individual is not under a
disability or that such disability began
on a day later than that determined by
such agency, or that such disability
ceased on a ciay earlier than that deter-
mined by such agency. - .

(d) Any individual dissatisfied with
any determination under subsection (a),
(0), or (g) shall be entitled to a hearing
thereon by the Secretary to the same
extent as is provided in section 205 (b)
with respect to decisions of the Secre-
tary, and to judicial review of the
Secretary’s final decision after such
hearing as is provided in sectionu 205 (g).
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(c¢) Each State which has an agree-
ment with the Secretary under this
seclion shsll be entitled to reeeive from
the Trust Fund, in advance or by way
of reimbursement, as may be mutually
agreed upon, the cost to the State of
carrying out the agreement under this
section. The Secretary shall from time
to time certify such amount as is neces-
sary for this purpose to the Managing
Trustee, reduced or increased, as the
case may be, by any sum (for which
adjustment hereunder has not pre-
viously been made) by which the
amount certified for any prior period
was greater or less than the amount
which should hsve been paid to the
State under this subseclion for such
period; and the Managing Trustee,
prior to audit or settlement by the
General Accounting Office, shall make
payment from the Trust Fund at the
time or times fixed by the Secretary, in
accordance with such certification.

(f) All money paid to a State under
this section shall he used solely for the
purposes for which it is paid; and any
money s0 paid which is not used for
such purposes shall be returned to the
Treasury of the United States for deposit
in the Trust Fund,

(g) In the case of individuals in a
State which has no agreement under
subsection (b), in the case of individuals
outside the United States, and in the
case of any class or classes of individuals
not included in an agreement under
subsection (b), the determinations re-
ferred to in subsection (a) shall he made
by the Sccretary in accordance with
regulations prescribed by him,

REFERRAL FOR REHABILITATION BERVICES

Skc. 222, It is hereby declared to be
the policy of the Con{;ress in enacting
the preceding section that disabled indi-
viduals applying for a determination of
disability shall be promptly referred to
the State agency or agencies administer-
ing or supervising the administration of
the State plan approved under the
Vocational Rehabilitation Act for neces-
sary vocational rehabilitation services,
to the end that the maximum number
of disabled individuals may be restored
to productive activity.

* * » * *
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TITLE IV—GRANTS TO STATES
IFFOR AID TO DEPENDENT CHIL-

DREN -
* * * * *

PAYMENT TO STATES

Sec. 403. (a) From the sums appro-

})riated therefor, the Secretary of the
‘reasury shall (}i)ay to each State which
has an approved plan for aid to depend-
ent children, for cach quarter, beginning
with the quarter commencing October
1, 19562, (1) in the case of any State other
than Puerto Rico and the Virgin Islands,
an amount, which shall be used exclu-
sively as aid to dependent children,
equal to the sum of the following pro-
portions of the total amounts extended
during such quarter as aid to dependent
children under the State plan, not count-
ing so much of such expenditure with
respect to any dependent child for any
month as exceeds $30, or if there is more
than one dependent child in the same
home, as exceeds $30 with respect to one
such dependent child and $21 with
respect to each of the other dependent
children and not counting so much of
such expenditure for any month with
respect to a relative with whom any
dependent child is living as exceeds

$3
(A) four-fifths of such expendi-
tures, not counting 8o much of the
expenditures with respect to any
month as exceeds the product of
$15 multiplied by the total number
of dependent children and other in-
dividuals with rechct to whom aid
to dependent children is paid for
such month, plus
(B) one-half of the amount by
which such ex?enditures exceed the
maximum which may be counted
under clause (A);
and (2) in the case of Puerto Rico and
the Virgin Islands, an amount, which
shall be used exclusively as aid to de-
pendent children, equal to one-half of
the total of the sums expended during
such quarter as aid to dependent chil-
dren under the State plan, not counting
so much of such expenditure with respect
to any dependent child for any month as
exceeds $18, or if there is mjore than one
dlepondent child in the same home, as
exceeds $18 with respeot to one such
dependent child and $12 with respect to
cach of the other dependent ¢*‘ldren;
and (3) in the case of any S..té, an
amount equal to one-half of the total of
the sums expended during such quarter
as found necessary by the Administtator
for the proper and efficlent administra-
tion of the State plan, which amount
shall be used for paying the costs of
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TITLE IV—GRANTS TO STATES
FOR AID TO DEPENDENT CHIL-
DREN
.k * * * *

PAYMENT TO STATES

Sec. 403. (a) From the sums appro-

riated therefor, tho Secretary of the
)i‘reasury shall pay to each State which
has an approved plan for aid to depend-
ent children, for each quarter, beginning
with the quarter commencing October
1, 1962, (1) in the casé of any State
other than‘Puerto Rico and the -Virgin
Islands, an amount, which shall be used
exclusively as aid to dependent children,
equal to the sum of the following pro-
portions of the total amounts extended
during such quarter as aid to dependent
children under the State plan, not count-~
ing so much of such expenditure with
respect to any dependent child for any
month as exceeds $30, or if there is more
than one dependent child in the same
home, as excceds $30 with respect to one
such dependent child and $21 with
respeet to each of the other dependent
children, and not counting so much of
such expenditure for any month with
respect, to a relative with whom any
dependent .child is living as excceds
$30—

(A) four-fifths of such expendi-
tures, not counting so much of the
expenditures with respect to any
month as exceeds the product of $15
multiplied by the total number of
dependent children and other in-
dividuals with respect to whom aid
to dependent children is pald for
such month, plus

(B) one-half of the amount. by
which such expenditures exceed the
maximum which may be counted
under clause (A);

and (2) in the case of Puerto Rico and
the Virgin Islands, an amount, which
shall be used exolusively as aid to de-
pendent children, equal to one-half of
the total of the sums expended during
such quarter as aid to dependent chil-
dren under the State plan, not counting
so much of such expenditure with respect
to any de{)ende‘nt child for any month as
exceeds $18, or if thero is more than one
dependent child in the same home, as
exceeds $18 with respect to' one such
dependent child and $12 with respect to
cach of the other dependent children;
and (38) in the case of any State, an
amount equal to one-half of the total of
the sums expended during suech quarter
as found necessary by the Administrator
for the proper and efficient administra-
tion of the State plan, which amount
shall be used for paying the costs of
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administering the State plan or for aid administering the State plan or for aid
to def)cndeut children, or both, and for to degendent‘ children, or both, and for
no other purpose, no other purpose.

(b) The meéthod of computing and (b)¥The method of computing and
paving such amounts shall be as follows: paying such amounts shali be as follows:

(1) Tho Administrator shall,
prior to tho beginning of each
uarter, estimate the amount to be
paid to the State for such quarter
under the provisions of subsection
(n), such estimats to be based on
() a report filed by thae State con-
taining its estimate of tho total
sum to be expended in such quarter
in accordance with the provisions
of such subsection and stating the
amount appropriated or made avail-
uable by the State and its political
subdivisions for such expenditures
in such quartor, and if such amount
iy less than one-half of the total
sum of such estimated expenditures,
the source or sources from which
tho differonce is oxpected to bae
dorived, (B) records showing the
number of dependent children in
the State, and (C) such other
investigation as the Administrator
may find necossary,

(2) The Administrator shall then
cortify to the Secrotary of the
Treasury the amount so estimated
by the Administrator, (A) roduced
or increasod, as the caso may bo,
by any sum by which ho finds that
his estimate for any prior quarter
was greator or loss than the amount
which should have been paid to the
State for such quarter, and (B)
reduced by a sum equivalent to the
»ro rata sharo to which the United
States is equitably entitled, as
determined by the Administrator,
of the net amount recovered during
any prior quarter by the State or
any political subdivision thereof
with respect to aid to dependent
children furnished under the State
plan; oxcopt that such’increases or
roductions shall not-be made to the
extent that such sums have heen
applied to make the amount certi-
fied for any grior quarter greater
or less than the amount estimated
by the Administrator for such prior
quarter,

(3) The Secretary of the Treas-
ury shall thereupon, through the
Fiscal Service of the Treasury De-
partment and prior to audit or
settlement by the General Account-
ing Office, pay to the State, at the
time or times fixed by the Adminis-
trator, the amount so certified.

* * * * *

(1) The Administrator shall,
prior to the beginning of each
quarter, estimate the amount to be
paid to the State for such quarter
under the provisions of subsection
(a), such estimate to be hased on
(A).a report filed by the State con-
taining its estimate of the total sum
to be expended in such quarter in
accordance with the provisions of
such subsection and stating the
amount appropriated or made avafl-
able by the State and its political
subdivisions for such expenditures
in such quarter, and if such amount
is less than the State's proportion-
ate share of the total sum of such
estimated expenditures, the source
or sources from which the difference
is expected to be derived, (B) rec-
ords showing the number of
dependent children in the Btate,
and (C) such other investigation ag
the Administrator may find neces-
sary,

(2) The Administrator shall then
certify to the Scoretary of the
Treasury the amount so estimated
by the Administrator, (A) reduced
or increased, as the case may be,
by any sum by which he finds that
his estimate for nng prior quarter
was greater or less than the amount
which should have been paid to the
State for such quarter, and (B)
reduced by a sum equivalent to the
pro rata share to which the United
States is equitably entitled, as
determined by the Administrator,
of the net amount recovered during
any prior quarter by the State or
any political subdivision thereof
with respect to aid to dependent
children furnished under the State
plan; except that such increases or
reductions shall not be made to the
extent that such sums have been
applied to make the amount certi-
fied for any prior quarter greater or
less than the amount estimated by
the Administrator for such prior
quarter,

(3) The Secretary of the Treas-
ury, shall thereupon, through the
Fiscal Service of the Treasury De-
partment and prior to audit or
settlement by the General Account-
ing Office, pay to the State, at the
time or times fixed by the Adminis-
trator, the amount so certified.

L L * * *



SOCIAL

SOCIAL SECURITY ACT
TITLE X—GRANTS TO STATES
FOR AID TO THE BLIND
* * * * *
PAYMENT TO STATES

Skce, 1003, (a) From the sums appro-
priated therefor, the Secretary of the
T'reasury shall pay to each State which
has an approved plan for aid to the
blind, for each quarter, beginning with
the quarter commencing Qctober 1,
1952, (1) in the case of any State other
than Puerto Rico and the Virgin Islands,
an amount, which shall be used ex-
vlusively as aid to the hlind, equal to the
sum of the following proportions of tho
total amounts expended during such
yquarter as aid to the blind under the
sState plan, not counting so much of such
expenditure with respect to any indi-
vidual for any month as exceeds $556—

(A) four-fifths of such expendi-
tures, not counting so much of any
expenditure with respect to any
month as exceeds the product of $256
multiplied by the total number of
such individuals who received aid
to the blind for such month, plus

(B) one-half of the amount by -

which such expenditures exceed the
maximum which may be counted
under clause (A);
and (2) in the case of Puerto Rico and
the Virgin Islands, an amount, which
shall be used exclusively as ald to the
blind, equal to-one-half of the total of
the sums expended during such quarter
as aid to the blind under the State plan,
not counting 8o much of such expendi-
ture with respéct to any individual for
any month as exceeds $30; and (3) in the
case of any State, an amount equal to
one-half of the total of the sums ex-
pended during such quarter as found
necessary by the Administrator for the
proper and efficient administration of
the State plar;, which amount shall be
used for paying the costs of administer-
ing the State plan or for aid to the blind,
or both, and for no other purpose.
(b) The method of computing and
paying such amounts shall be as follows:
(1) The Administrator shall,
prior to' the beginring of ‘each
quarter, estimate the \mount' to be
paid to the State fo. such quarter
under the provisions of subsection
ﬁa), such estimate to be based on
A) a report filed by the State
containing its estimate of the total
sum to be expended in such quarter
in accordance with the provisions
of such subsection, and stating the
amount appropriated or made avail-
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TITLE X-—GRANTS TO STATES
FOR AID TO THE BLIND
* * * * *

v

PAYMENT TO B8TATES

Skc, 1003. (a) From the sums appro-
priated therefor, the Seccretary of the
Treasury shall pay to each State which
has an approved plan for aid to the
blind, for each quarter, beginning with
the quarter commencing October 1,
1952, (1) in the case of any State other
than Puerto Rico and the Virgin Islands,
an amount, which shall be used ex-
clusively as aid to the blind, equal to
the sum of the following proportions of
the total amounts expended during such
quarter as aid to the blind under the
State plan, not counting so much of such
expenditure with respect to any indi-
vidual for any month as exceeds $56—

(A) four-fifths of such expendi-
tures, not counting so much of any
expenditure with respect to any
month as exceeds the product of $256
multiplied by the total number of
such individuals who received aid
to the blind for such month, plus

(B) one-half of the amount by
which such expenditures exceed the
maxithum which may he counted
under clause (A);

and (2) in the case of Puerto Rico and
the Virgin Islands, an amount, which
shall be used exclusively as aid to the
blind, equal to one-half of the total of
the sums expended during such quarter
as aid to the blind under the State plan,
not counting so much of such expendi-
ture with respect to any individual for
any month as exceeds $30; and (3) in the
case of any State, an amount equal to
one-half of the total of the sums ex-
pended during such quarter as found:
necessary by the Administrator for the
proper and efficient administration of
the State plan, which amount shall be
used for paying the costs of administer-
ing the State plan or for aid to the blind,
or both, and for no other purpose.
- (b) The method. of computing and
paying such amounts shall be as follows:
: (1) The Administrator shall,
prior . to the beginning ‘of each
quarter, estimate the amount to be
paid to the State for such quarter
under the provisions of suhsection
éa), such estimate to be based on
A) a report filed by the State
containing its estimate of the total
sum to be expended in such quarter
in accordance with the provisions
of such subsection, and stating the
amount appropriated or made avail-
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able by the State and its political
subdivisions for such expenditures
in such quarter, and if such amount
is less than one-half of the total
sum of such estimated expendi-
tures, the source or sources from
which the difference is expected to
be derived, (1) records showing the
nmumber of biind individuals in the
State, and (C) such other invosti-
ga(.i()n as the Administrator may
find necessary,

(2) The Administrator shall then
certify to the Secretary of the
Treasury the amount so estimated
by the Administrator, (A) reduced
or increased, as the case may he,
by any sum by which he finds
that his estimate for any prior
quarter was greater or less than
the amount which should have
been pald to the State under sub-
section (a) for such cquarter, and
(B) reduced by a sum equivalent
to the pro rata share to which the
United States is equitably entitled,
as determined by the Administra-
tor, of the net amount recovered
during a prior quarter by the State
or any political subdivision thereof
with regpect to aid to the blind fur-
nished under the State plan; except
that such increases or reductions
shall not-be made to the extent
that such sums have been applied
to make the amount certified for
any prior quarter greater or less
than the amount estimated by the
Administrator for such prior quar-
ter: Provided, That any part of the
asmount recovered from the estate
of a deceased recipfent which is not
in excess of the amount expended
by the State or any political sub-
division thereof for the funeral ex-
penses of the deceased shall not be
considered as a basis for reduction
under clause (B) of this paragraph,.

(3) The Secretary of the Treas-
ury shall thereupon, through the
Fiscal Service of the Treasury De-
partinent, and prior to audit or
settlement by the General Account-
ing Office, pay to the State, at the
time or times fixed by the Admin-
istrator, the amount so certified.

* * * * *

AS AMENDED BY H. R. 9366

able by the State and its political
subdivisions for such expenditures
in such guarter, and if such amount
is less than the State’s proportion-
ate share of the total sum of such
estimated expenditures, the source or
sources from which the difference is
expected to be derived, (B) records
showing the number of blind in-
dividuals in the State, and (C)
such  other investigation as the
Administrator may find necessary,

(2) The Administrator shall then
certify to the Secretary of the
Treasury the amount so estimated
by the Administrator, (A) reduced
or increased, as the ease may be,
by any sum by which he finds
that his cstimate for any prior
quarter was greater or less than the
amount which should have been
paid to the State under subsection
(n) for such quarter, and (B) re-
duced by a sum equivalent to the
wo rata share to which the United
states is equitably entitled, as de-
termined by the Administrator, of
the net amount recovered during a
prior quarter by the State or any
political subdivision thereof with
respect to aid to the blind furnished
under the State plan; except that
such inereases or reductions shall
not be made fo the extent that such
sums have been applied to make
the amount certified for any prior
quarter greater or- less than the
amount estimated by the Adminis-
trator for such prior quarter:
Provided, That any part of the
amount recoverced (rom the estato
of a deceased recipient which is not.
in excess of the amount expended
by the State or any political sub-
division thereof for the funeral
expenses of the deceased shall not
be considered as a basis for redue-
tion under clause (B) of this para-
graph;

(3) The Secrotary of the Treas-
ury shall therecupon, through the
Fiscal Service of the Treasury De-
partinent,. and prior to audit or
settlement by the General Account-
ing Office, pay to the State, at the
time or times fixed by the Admin-
istrator, the amount so certified.

* * * * »
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SOCIAL SECURITY ACT AMEND-
MENTS OF 1950

* * * * *
APPROVAL OF CERTAIN STATB PLANS

Sec. 344, (a) In the case of any
State (a8 defined in the Social Security
Act, but excluding Puerto Rico and the
Virgin Islands) which did not have on
January 1, 1949, a State plan for aid to
the blind approved under title X of the
Social Security Act, the Administrator
shall approve a plan of such State for
aid to the blind for the purposes of such
title X, even though it does not meet
the requirements of clause (8) of
section 1002 (a) of the Social Security
Act, if it meets all other requirements of
such title X for an approved plan for aid
to the blind; but payments under sec-
tion 1003 of the Social Security Act
shall be made, in the case of any <uch
plan, only with respect to expenditures
thereunder which would be included as
expenditures for the purposes of such
section- under a plan approved under
such title X without regard to the
provisions of this section.

(b) The provisions of subsection (a)
shall be effective only for the period
beginning October 1, 1950, and ending
June 30, 1955.

* * * * *

SOCIAL SECURITY ACT AMEND-

MENTS OF 1952

AN ACT To amend title II of the Boclal Becurlty
Act to ncrease old-age and survivors insuranco
benefits, to preserve insurance rights of perma-
nently and totally disabled individuals, and to
increase the amount of earnings permitted without
Joss of benefits, and for other purpoies.

Be it enacled by the Senale 4nd House
of Represenlatives of the United Stales of
America in Congress assembled, That
this Act may be cited ad the ‘‘Social
Security Act Amendments of 1952,

INCREABE IN BENEFIT AMOUNTS

Benefits Computed by Conversion Table
SEc, 2.% * *

Effective Dates

(¢) (1) The amendments made by-

subsection (a) shall, subject to the pro-
visions of (Paragraph (2) of this sub-
section and notwithstanding -the pro-
visions of section 215 (f) (1) of the Social
Security Act, apply in the case of lumg-
sum death payments under section 202
of such Act with respect to deaths
occurring after, and in the case of
monthly benefits under such section for
any month after, August 1952,

157
AS AMENDED BY H. R. 9366

* * * * *
APPROVAL OF CERTAIN STATE PLANS

Sec. 344, (a) In the case of any State
(as defined in the Social Security Act,
but excluding Puerto Rico and the
Virgin Islands) which did not have on
January 1, 1949, a State plan for aid to
the blind approved under title X of the
Social Security Act, the Administrator
shall apgrove a plan of such State for aid
to the blind for the s)ur oses of such
title X, even though it does not meet
the requirements of clause (8) of section
1002 (a) of the Social Security Act, if it
meets all other requirements of such
title X for an approved plan for aid to
the blind; but payments under section
1003 of the Social Security Act shall be
made, in the case of any such plan, only
with respect to expenditures thereunder
which would be included as expenditures
for the purposes of such section under a
plan approved under such title X with-
out regard to the provisions of this
section,

(b) The provisions of subsection (a)
shall be cffective only for the peiiod
heginning October 1, 1950, and ending
June 30, 1957,

X v * * *

AN AOT To amend title II of the Soclal Becurity
Act to increase old-age and survivors insurance
bonefits, to preserve insurance rights of perma-
nently and totally disabled individuals, and to
increase the amount of earnings permitted without
loss of benefits, and for other purposes,

Be it enacted by the Senate and House of
Representatives of the United Slales of
America in Congress assembled, That this
Act may be cited as the ‘‘Social Security
Act Amendments of 1952”,

INCREASE IN BENEFIT AMOUNTS

Benefits Computed by Conversion Table
SEc 2, * * *

Effective Dates

(¢) (1) The amendments made by
subsection (a) shall, subject to the pro-
visions of dparagraph (2) of this sub-
section and notwithstanding theé pro-
visions of section 215 (f) (1) of the Social
Security Act, apply in the case of l‘umg-
sum death payments under section 202
of such Act with respect to deaths
ocourring after, and in tho case of
monthly bhenefits under such section for
any month after, August 1962,
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(2) (A) In the case of any individual
who is (without the application of sec-
tion 202 (j) (1) of the Social Security
Act) entitled to a monthly benefit under
subsection (h), (¢), (d), (e), (f), (&), or
(h) of such section 202 for August 1952,
whose benefit for such month is com-
puted through use of a primary insur-
ance amount determined under para-
graph (1) or (2) of section 215 (¢) of such
Act, and who ix entitled to such benefit
for any succeeding month on the basis of
the same wages and sclf-emnloyment
income, the amendments made by this
section shall not (subject to the pro-
visions of subparagraph (B) of this par-
agraph) apply for purposes of computin{,;
the amount of such benefit for such

succeeding month,  The amount of sueh
benefit for suech sueceeding month shall
instead Be equal to the larger of (i) 112%
per centum of the amount of such hene-
fit (nfter the application of sections 203
(n) and 215 (g) of the Social Security
Act as in effect prior to the enactment of
this Act) for August 1952, increased, if it
is not & multiple of $0.10, to the next
bhigher multiple of $0.10, or (il) the
amount of such henefit (af'tcr the appli-
eation of sections 203 (a) and 215 (g) of
the Socinl Security Aet as in effect prior
to the enactment of this Act) for August
1052, increased by an amount equal to
the product obtained by multiplying $6
by the fracdon apnlied to the primary
insurance amount which was used in de-
termiving such benefit, and further in-
ereased, if such produet is not a multiple
of $0.10, to the next higher multiple of
$0.10. The provisions of seciion 203 (a)
of the Social Security Act, as amended
by this section (and, for purposes of
such section 203 (a), the provisions of
section 216 (¢) (4) of the Social Security
Act, as amended by this sccti(m}, shall
apoly to such henefit as computed under
the preceding sentence of this subpara-
~graph, and the resulting amount, if not
n multiple of $0.10, shuﬁ he inereased to
the next higher multinle of $0.10.

(B) The provisions of subparagraph
(A) shall coaso to apply to tho bonefit of
any individual for any month under titlo
IT of the Social Socurity Act, beginning
with the first month after August 1952
for which (i) another individual becomes
ontitled, on the basis of the samo wagos
and self-omployment incomo, to a bon-
ofit. undor such title to which he was not
antitled, on the hasis of such wagos and
self-employment  income, for August
1052; or (ii) anothor individual, entitlod
for August 1952 to a bonofit undor such
titlo on tho basis of tho same wages and
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(2) (A) In the case of any individual
who is (without the application of sec-
tion 202 (j) (1) of the Social Sccurity
Act) entitled to a monthly benefit under
subsection (b), (e), (d), (e), (f), (g), or
(h) of such section 202 for August 1952,
whose benefit for such month is com-
puted through use of a primary insur-
ance amount determined under para-
rraph (1) or (2) of seetion 215 (¢) of such

ct, and who is eutitled to such benefit,
for any succeeding month on the hasis of
the same wages and self-employment
income, the amendments made by this
section shall not (subject to the pro-
visions of subparagraph (B) of this par--
agraph) apply for purposes of computin
the amount of such henefit for sue
sueceeding month,  The amount of such
henefit. for such succeeding month shall
instead be equal to the larger of (i) 112%
per centum of the amount of such bene-
fit (after the application of sections 203
(a) and 215 &g) of the Social Security
Act as in effect prior to the enactment of
this Act) for August 19562, increased, if it
is not a multiple of $0.10, to the next
higher multiple of $0.10, or (ii) the
amount of such benefit (af’ter the appli-
cation of sections 203 (a) and 215 (g) of
the Social Security Act as in effect prior
to the enactment of this Act) for August
1962, increased hy an amount equal to
the product obtained by multiplying $6
by the fraction applied to the primary
insurance amount, which was used in de-
termining such benefit, and further in-
creased, if such product is not a multiple
of $0.10, to the next higher multiple of
$0.10. 'The provisions of section 203 (a)
of the Social Security Act, as amended
by this section (and,.for purposes of
such scction 203 (a), the provisions of
section 216 (¢) (4) of the Social Security
Act, as amended by this section), shall
apply to such benefit as computed under
the preceding sentence of this subpara-
graph, and the resulting amount, if not
a multiple of $0.10, shall be increased to
the next higher multiple of $0.10,

(B) The provisions of subparagraph
(A) shall cease to a}:f)ly to the benefit of
any individual under title II of the
Social Security Act for any month after
August 1954,
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solf-employment income, is not entitled
to such benefit on the basis of such wages
and self-employment income; or (iii) the
amount of any benefit which would be
payable on the basis of the sama wages
und self-employment income under the
provisions of such title, as amended by
this Aet, differs from the amount of such
benefit which would have been payable
for August 1952 under such title, as so
amended, if the amendments made by
this Act had been applicable in the case
of benefits under such title for such
month,

(3) The amendments made by sub-
section (b) shall (notwithstanding the
!:rovisions of section 215 (f) (1) of the
Social Security Act) apply in the case of
lump-sum death payments under section
202 of such Act with respect to deaths
occeurring after August 1952, and in the
case of monthly benefits under such
section for months after August 1952.

* * * * *

Sec. 8. (a) Section 3 (a) of the Social
Security Act is amended to read as
follows:

“Sec. 3. (a) From the sums appro-
priated therefor, the Secretary of the
Treasury shall pay to each State which
has an approved plan for old-age assist-
ance, for each quarter, heginning with
the quarter commencing October 1,
1952, (1) in the case of any State other
than Puerto Rico and the Virgin Islands,
an amount, which shall be used exclu-
sively-as old-age assistance, equal to the
sum of the following proportions of the
total amounts expended during such
quarter as old-age assistance under the
State plan, not counting so much of such
cxpenditure with respect to any indi-
vidual for any month as exceeds $55—

“(A) four-fifths of such expendi-
tures, not counting so much of any
expenditure with respect to any
month as exceeds the product of
$25 multiplied by the total number
of such individuals who received
olld-age assistance for such month;
plus

“(B) one-half of the amount by
which such expenditures exceed the
maximum which may be counted
under clause (A);
and (2) in the case of Puerto Rico and
the Virgin Islands, an amount, which
shall be used exclusively as old-age as-
sistance, equal to one-half of the tolal
of the sums expended during such
quarter as old-age: assistance under the
State plan, not counting so much of
such expenditure with respect to an
individual for any month as exceeds
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(3) The amendments made by sub-
gection (b) shall (notwithstanding the
ggovisions of section 215 (f) (1) of the
Social Security Act) apply in the case of
lump-sum death payments under section
202 of such Act with respect to deaths
occurring after August 1952, and in the
case of monthly Dbenefits under such
section for months after August 1952,

* * * * *

Sec. 8. (a) Section 3 (a) of the Social
Security Act is amended to read as
follows:

“Sec. 3. (a) From the sums appro-
g‘riat«ed therefor, the Secretary of the

reasury shall pay to each State which
has an approved plan for old-age assist-
ance, for each quarter, beginning with
the quarter commencing October 1,
1962, (1) in the case of m{)y State other
than Puerto Rico and the Virgin Islands,
an amount, which shall be used exclu-
sively as old-age assistance, equal to the
sumn of the following proportions of the
total amounts expende dl;ring such
quarter as old-age assistance under the
State plan, not counting so much of such
expenditure with respect to any individ-
ual for anX month as exceeds $66—

“(A) four-fifths of such expendi-
tures, not counting so much of any
expenditure with respect to any
month as exceeds the product of
$26 multiplied by the total number
of such individuals who received
olld-a.go assistance for such month;
plus )

““(B) one-half of the amount by
which such expenditures exceed the
maximum which may be counted
under clause (A);

and (2) in the case of Puerto Rico and
the Virgin Islands, an amount, which
shall be used exclusively as old-age as-
sistance, equal to one-half of the total
of the sums expended during such
uarter as old-age assistance under the
gtate plan, not counting so much of
such expenditure with respect to an
individusl for any month as exceeds $30,
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$30, and (3) in the case of ahy State, an
amount equal to one-half of the total
of the sums expended during such
guarter as found necessary by the Ad-
ministrator for the proper and efficient
administration of the State plan, which
amount shall be used for payfng the
costs of adminfstering the State plan
or for old-age assistance, or both, and
for no other purpose,”

(h) Scetion 403 (a) of such Act is
amended to read as follows:

“Src. 403, (n) From the sums appro-
rinted  therofor, the Secrotary of the

reasury shall pay to each State which
has an approved plan for aid to de-
pendent children, for cach quarter, bé-
sinning with tho quarter commencing
?)c\tollgg 1, 1952, (ls In the case of any
State other than Puerto Rico and the
Virgin Islands, an amount, which shall
be used exelusively as ald to dependent
children, equal to the sum of the fol-
lowing proportions of the total amounts
oxpondod during such quartor as aid
to dopendent childron under the State
pian, not counting so much of such ox-
poenditure with respoet to any dependont
child for any month as exceods $30, or
if thero is moro than one depondent
child in the same home, as exccods. $30
with respoct to one such depondont
child and $21 with rospoct to oach of
tho other dopendent children, and not
counting so mueh of such expenditure
for any month with respect to a relative
with whom any dependent child is living
as exceods $30-—

““(A) four-fifths of such expendi-
tures, not counting so much of
the expenditures with respect to
any month as exceeds the product
of $15 multiplied by the total num-
ber of dependent children and
other individuals with respect to
whom aid to dependent children is
paid for such month, plus

‘(B) one-half of the amount by
which such oxpenditures oxceed
the maximum which may be count-
ed under clause (A);

and (2) in the case of Puerto Rico and
the Virgin Islands, an amount, which
shall he used exclusively as aid to de-
pendent children, equal to one-half of
the total of the sums expended during
such quarter as aid to dependent chil-
dren under the State plan, not counting
so much of such expenditure with respect
to any dependent child for any month
a8 excecds $18, or if thore is more than
one dependent child in the same home,
a8 exceeds $18 with respoct to one such
dependent child and $12 with respect
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and (3) in the case of any State, an
amount equal to one-half of the total
of the sums expended during such
quarter as found necessary by the Ad-
ministrator for the proper and efficlent
administration of the State plan, which
amount shall be used for payfng the
costs of administering the State plan
or for old-age assistance, or both, and

for no other purpose.” '

(b) Section 403 (a) of such Act is
amended torcad as follows:

“Sec, 403. (») From the sums appro-
rrinfed therefor, the Secretary of the
Treasury shall pay to each State which
has an approved plan for ald to de-
pondent children, for each quartor, be-
ginning with the quarter commoncing
October 1, 1952, (1) in the case of any
State other than Puerto Rico and the
Virgin Islands, an amount, which shall
ho used exclusively as ald to dependent
children, equal to the sum of the fol-
lowing proportions of the total amounta
expondod during such quarter as aid
to dopondent children under the State
plan, not counting so much of such ex-
ponditure with respect to any dependent
child for any month as oxceods $30, or
if there is more than one dependent
child in the same some, as exceeds $30
with ros{mct to one such dependent.
child and $21 with respect to each of
tho other dependent children, and not
counting so much of such expenditure
for any month with respect to a relative
with whoin any dependent child is living
as exceods $30—

#(A) four-fifths of such expendi-
tures, not counting so much of
the expenditures with respect to
any month as exceeds the prod: %
of $15 multiplied by the total nun-
her of dependent children and other
individuals with respect to whom
aid to dependent children is paid
for such month, plus

“(B) one-hsalf of the amount by
which such expenditures exceed the
maximum which may be counted
under clause (A);

and (2) in the case of Puerto Rico and
the Virgin Islands, an amount, which
shall be used exclusively as aid to
dependent children, equal to one-half
of the total of the sums expended
during such quarter as aid to depend-
ont childron under the State plan, not
counting so much of such expenditure
with respect to any dependent child for
any month as exceeds $18, or if there is
more than one dependent child in the
same home, as exceeds $18 with respect
to one such dependent ohild and §12
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to each of the other dependent children;
and (3) in the case of any State, an
amount equal to one-half of the total of
the sums expended during such quarter
as found necessary by the Adminis-
trator for the proper and efficient ad-
ministration of the State plan, which
amount shall be used for paying the costs
of administering the State plan or for
aid to dependent children, or both, and
for no other purpose.”

(c) Section 1003 (a) of such Act is
amended to read as follows:

“Skc. 1003, (a8) From thesums appro-
priated therefor, the Secretary of the
Treasury shall pay to each State which
has an approved plan for aid to the
blind, for each quarter, beginning with
the quarter commencing October 1,
1952, (1) in the case of any State oth~r
than Puerto Rico and the Virgin
Islands, an amount, which shall be
used exclusively as aid to the blind,
cqual to the sum of the following pro-
portions of the total amounts expended
during such quarter as aid to the blind
under the State plan, not counting so
much of such expenditure with respect
to any individual for any month as
exceeds $55—

“(A) four-fifths of such expendi-
tures, not counting so much of any
expenditure with respect to any
month as exceeds the product of
$25 multiplied by the total number
of such individuals who received
aid to the blind for such month,

plus
“(B) one-half of the amount by
which such expenditures exceed the
maximum which may be counted
under clause (A);
and (2) in the case of Puerto Rico and
the Virgin Islands, an amount, which
shall be used exclusively as aid to the
blind, equal to one-half of the total of
the sums expended during such quarter
as aid to the blind under the State plan,
not counting so much of such expendi-
ture with respect to any individual for
any month as exceeds $30; and (3) in
the case of any State, an amount equal
to one-half of the total of the sums
expended during such quarter as found
necessary by the Administrator for the
proper and efficient administration of
the State plan, which amount shall be
used for paying the costs of administer-
inF the State plan or for aid to the
blind, or both, and for no other pur-
pose.”
(d) Section 1403 $a) of such Aet is
amended to read as follows:

650545-—64—11
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with respect to each of the other de-
pendent children; and (3) in the case
of any State, an amount equal to one-
half-of the total of the sums expended
during such quarter as found necessary
by the Administrator for the proper
and efficient administration of the State
plan, which amount shall be used for
paying the costs of administering the
State plan or for aid to dependent
children, or both, and for no other
purpose.’’

(¢) Section 1003 (a) of such Act in
amended to read as follows: )

“Sec. 1003. (a) From the sums ap-
propriated therefor, the Secretary of
the Treasury shall pay to each State
which has an approved plan for aid to
the blind, for each quarter, beginning
with the quarter commencing October
1, 1952, (1) in the case of any State
other than Puerto Rico and the Virgin
Islands, an amount, which shall be used
exclusively as aid to the blind, equal to
the sum of the following proportions of
the ‘total amounts expended during
such quarter as aid to the blind under
the State plan, not counting so much of
such expenditure with respect to any
gndividual for any month as exceeds
55—- .

“(A) four-fifths of such expendi-
tures, not counting so much of any
expenditure with respect to any
month as exceeds the product of
$256 multiplied by the total number
of such individuals who received

- aid to the blind for such month,
plus

‘“(B) one-half of the amount by
which such expenditures exceed the
maximum which may be counted
under clause (A);

and (2) in the case of Puerto Rico and
the Virgin Islands, an amount, which
shall be used exclusively as aid to the
blind, equal to one-half of the total of
the sums expended during such quarter
as aid to the blind under the State-
plan, not counting 8o -much of such
expenditure with resgect to any indi-
vidual for any month as exceeds $30;
and (3) in the case of any State, an
amount equal to one-half of the fotal
of the sums expended during such
uarter as found necessary by the
dministrator for the Pro r and
efficlent administration of the State
plan, which amount shall be used for
gaying the costs of administering the
tate plan or for aid to the blind, or
both, and for no other purpose,"”
(d) Seotion 1403 (a) of such Act iy
amended to read as follows:
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“Skc. 1403, (8) From the sums ap-
yropriated therefor, the Seeretary of the
Treasury shall pay to each State which
which has an approved plan for aid to
the permanently and totally disabled,
for each quarter, beginning with the
quarter commencing October 1, 1952,
(1) in the case of any State other than
Puerto Rico and the Virgin Islands, an
amount, which shall be used exclusively
as aid to the lpemmncntly and totally
disabled, equal to the sum of the fol-
lowing proportions of the total amounts
expended during such quarter as aid to
the permanently and totally disabled
under the State plan, not counting so
much of such expenditure with respect
to any individual for any month as
exceeds $565-—

“(A) four-fifthy of such expendi-
tures, not counting so much of any
expenditure with respecet to any

" month as exceeds the product of

$25 multiplied by the total numboer
of such individuals who received
aid to the pormanontly and totally
disabled for such month, plus

“(B) one-half of the amount by
which such expenditures exceed the
maximum which may he counted
under clause (A);

and (2) in the case of Puerto Rico and
the Virgin Islands, an amount, which
shall be used exclusively as aid to the
permanently and totally disabled, equal
to onc-half of the total of the sums
expended during such quarter as aid to
the permanently and totally disabled
under the State plan, not counting su
much of such uxpcnd{ture with respect

to any individual for any month as-

exceeds $30; and (3) in the case of any
State, an amount equal to one-half of
the total of the sums expended during
such quarter as found necessary by the
Adnministrator for the proper and effi-
clent administration of the State plan,
which amount shall be used for paying
the costs of administering the State plan
or for aid to the permanently and totally
disabled, or both, and for no other
purpose.”

(¢) The amendments made by this
section shall he effective for the period
beginning October 1, 1962, and ending
with the close of September 30, 19564,
and after such amendments cease to he
in effect any provision of law amended
thereby shall be in full foree and effect
as though this Act had not been cnacted.
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“Skc. 1403. (a) From the sums ap-
propriated therefor, the Secretary of
the Treasury shall pay to each State
which has an approved plan for aid to
the permanently and totally disabled,
for each quarter, beginning with the
quarter commencing October 1, 1952,
(1) in the case of any State other than
Puerto Rico and the Virgin Islands, an
amount, which shall be used exclusively
ag aid to the permanently and totally
disabled, equal to the sum of the fol-
lowing proportions of the total amounts
expended during such quarter as aid to
the permanently and totally disabled
under the State plan, not counting so
much of such expenditure with respect
to any individual for any month as
exceeds $66— .

“(A) four-fifths of such expendi-
tures, not counting so much of any
expenditure with respect to any
month as exceeds the product of
$25 multiplied by the total number
of such individuals who received
aid to the permanently and totally
disabled for such month, plus

‘“(B) one-half of the amount by
which such expenditures exceed the
maximum which may be counted
under clause (A);

and (2) in the case of Puerto Rico and -
the Virgin Islands, an amount, which
shall be used exclusively as aid to the
permanently and totally disabled, eaual
to one-half of the total ot the snums ox-
pended during such quarter as aid to
the permanently and totally disabled
under the State plan, not counting so
mich of such oxpendfture with respect
to any individual for any month as
exceeds $30; and (3) in the case of any
State, an amount equal to one-half of
the total of the sums expended during
such quarter as found necessary by the
Administrator for the proper and effi-
cient administration of the State plan,
which amount shall be used for [)!g'ing
the costs of administering the State
plan or for aid to the permanently and
totally disabled, or both, and for no
other purpose.”

(e) The amendments made by this
section shall be effective for the period
beginning October 1, 1962, and ending
with the close of September 30, 19566,
and after such amendments cease to be
in effect any provision of law amended
thereby shall be in full force and effect
a8 though this Act had not been enacted.
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DBEFINITIONS

SectioN 1. For the purposes of this
Act—
.k * * * *

(q) The terms ‘‘Social Security
Act’ and ‘‘Social Security Act, as
amended’’ shall mean the Social
Security Act as amended in 1952.

ANNUITIES

Sec. 2. * * *

(e¢) An annuity shall begin to accrue
as of a date to be specified in a written
application (to be made in such manner
and form as may be prescribed by the
Board and to be signed by the individual
entitled thereto), but—

(1) not before the date following
the last day of compensated service
of the applicant, and

(2) not more than six months
before the filing of the application.

* * * * *

ANNUITIES AND LUMP SUMS FOR
SURVIVORS

Suc, b, * * ok

(i) DepuctioNs FROM ANNUITIES,—
(1) Deductions shall be made from ani\i
payments under this section to whie
an individual is entitled, until the total
of such deductions equals such in-
dividual’s annuity or annuities under
this section for any month in which such
individual-—

(i) will have rendered compen-
sated service within or without the
United States to an employer;

(ii) will have rendered service for
wages of not less than $75;

(iii) if a child under eighteen
and over sixteen years of age, will
have failed to attend sehool regu-
larly and the Board finds that at-

tendance will have been feasible;
or :

(iv) if a widow otherwise en-
titled to an annuity under subsec-
tion (b) will not have had in her
care & child of the deceased em-
ployee entitled to receive an an-
nuity under subsection (c);

* * * * *
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DEFINITIONS

SeEcrioN 1. For the purposes of this

* L * * *

(q) The terms ‘‘Social Security -
Act” and “Social Security Act, as
amended’”’ shall mean the Social
Security Act as amended in 1954,

ANNUITIES

Sec. 2, * * *

(¢) An annuity shall begin to" accrue
as of a date to be specified in a written
application (to be made in such manner
and form as may be prescribed by the
Board and to be signed by the individual
entitled thereto), but—

(1) not before the date following
the last day of compensated service
of the applicant, and

(2) not more than twelve months
before the filing of the application.

* * * * *

ANNUITIES AND LUMP S8UMS FOR
SURVIVORS

Seo, 6, * * *

(i) DEpucToNs FroM ANNUITIES,—

(1) Deductions shall be made from
any payments under this section to
which an individual is entitled until the
total of sych deductions equals such
individual’s annuity or annuities under
this section for any month in which
such individual—

(i) will have rendered compen-
sated service within or without the
United States to an employer;

“(ii) will have been under the age
of seventy-two and for which
month he is charged with any
earnings under section 203 (e% of
the Social Security Act or in which
month he engaged on seven or
more different calendar dsys in
noncovered ‘remunerative activity
outside the United States (as de-
fined in seéction 203 (k) of the-
Social Security Act); and for pur-
poses of this subdivision the Board -
shall have the authority to make
such determinations and such sus-

ensions of payment -of henefits

n the manner and to the extent
that the Seoretary of Health,
Education, and Welfare would be
authorized to do so under section
203 (g) (3? of the Soocial Security
Act if the individuals to whom this
subdivision applies were entitled to
Rer;eﬁts under sectior 202 of such:

ot; -
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(j) WnrN ANNurTiES BECIN  AND
np.—No individual shall be entitled
to reccive an annuity under this seetion
for any month before January 1, 1947,
An application for any payment under
this section shall be made and filed in
such manner and formn as the Board pre-
geribes.  An annuity under this section
for an individual otherwise entitled
thereto shall begin with the month in
which eligibility therefor was otherwise
acquired, but not earlier than the first
day of the sixth month hefore the month
in which the application was filed. No
application for an annuity under this
seetion filed prior to three months be-
fore the first month for which the appli-
eant becomes otherwise entitled to re-
ceive such annuity shall be accepted.
No annuity shall be payable for tho
month in which the recipient thereof
ceages to bo qualified therefor,

(k) ProvisionNs For CREDITING RAIL-
ROAD INDUSTRY SpgRvIcE UNDER THE
Socrar, Securrry  Act IN  CERTAIN
Casks.—(1) For the purpose of (i) de-
termining insurance henefits under title
IT of the Social Security Aect to an em-
ployce who will have completed less
than ten years of service and to others
deriving from him or her during his or her
life and with respeet to his or her death,
and lump-sum death payments with
respeet to the death of such employeo,
and (ii) insurance benefits with respect
to the death of an employee who will
have completed ten years of service
which would begin to accrue on or after
January 1, 1947, and with respect to
lump-sum death payments under such
title payable in relation to a death of
such an employee ocourring on or after
such date and for the purposes of section
203 of that Act, section 15 of the Rail-
road Retirement Act of 1035, seotion
210 (a) (10) of the Social Security Act,
and section 17 of this Act shall not oper-
ate to exclude from ‘employment,”
under title IT of the Social Security Aect,
- gervice which would otherwise be in-
cluded in such “employment” but for
such sections, For sucf; urpose, com-
pensation paid in a calendar year shall,
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(iii) if a child under eighteen and
over sixteen years of age, will have
failed to attend school regularly
and the Board finds that attendance
will have been feasible; or :

(iv) if a widow otherwise en-
titled to an annuity under subsec-
tion (b) will not have had in her
care a child of the deceased em-
ployce entitled to receive an an-
nuity under subsection (c);

» * * * *

(i) Wuexn AnnuiTiEs BEGIN AND
Iinp.—No individual shall be entitled
to receive an annuity under this section
for any month beforo January 1, 1947,
An application for any payment under
this section shall be made and filed in
such manner and form as the Board pre-
seribes.  An annuity under this section
for an individual otherwise entitled
thereto shall begin with the month in
which eligibility therefor was otherwise
acquired, but not carlier than the first
day of the twelfth month hefore the
month in which the application was
filed. No application for an annuity
under this scction filed prior to three
months before the first month for which
the applicant becomes otherwise en-
titled to receive such annuity shall be
accopted, No annuity shall bo payable
for the month in which the recipient
thereof ceases to be qualified therefor.

(k) ProvisioNs FOR CREDITING RArTL-
rRoAD INDUSTRY SERVICE UNDER THE
Socran, Securiry Acr 1IN  CERTAIN
Casks,—(1) For the purpose of (i) de-
termining insurance henefits under title
II of the Social Security Act to an em-
ployee who will have completed less
than ten years of service and to others
deriving from him or her during his or
her life and with respeot to his or her
death, and lump-sum death payments
with respect to the death of such em-
ployee, and (ii) insurance benefits with
resYect to the death of an employee who
will have completed ten years of service
which would begin to accrue on or after
January 1, 1947, and with respect to
lump-sum death payments under such
title payable in relation to a death of
such an employee oceurring on or after
such date and for the purposes of sec-
tions 203 and 216 (i) (3) of that Act,
section 156 of the Railroad Retirement
Act of 1935, section 210 (a) (10) of the
Social Security Act, and section 17 of
this Act shall not operate to exclude
from ‘“employment,” under title I1 of
the Social Security Act, service which
would otherwise be included in such
“employment’” but for such sections.
For such purpose, compensation paid in
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in the absence of evidence to the con-
trary, be presumed to have been paid in
equal proportions with respect to all
months in the year in which the em-
ployee will have been in services as an
employee. In the application of the
Social Security Act pursuant to this
paragraph to service as an employeg, all
service as defined in section 1 (¢) of this
Act shall be deemed to have been per-
formed within the United States.

* * * * *

(1) DeriniTiONS,—For the purposes
of this section the term “employee’ in-
cludes an individual who will have been
an ‘‘employee,’” and—

* * * * *

(9) An employee’s “average
monthly remuneration” shall mean
the quotient obtained by dividing
(A) the sum of (i) the compensation
paid to him after 1936 and before
the quarter in which he will have
died, eliminating any excess over
$300 for any calendar month, and
(ii) if such compensation for any
calendar year is less than $3,600
and the average monthly remun-
eration computed on compensation
alone is less than $300 and the
employee has earned in such calen-
dar year ‘‘wages’” as defined in
paragraph (6) hereof, such wages,
in an amount not to exceed the
difference between the compensa-
tion for such year and $3,600, by
(B) three times the” number of
quarters elapsing after 1936 and
before the quarter in which he will
have died: Provided, That for the
period prior to and including the
calendar year in which he will have
attained the age of twenty-two
there shall be included in the divisor
not more than three times the num-
ber of quarters of coverage in such
period: Provided further, That there
shall be excluded from the divisor
any calendar quarter which is not
a quarter of coverage and during
any part of which a retirement an-
nuity will have been payable to
him: And provided further, That if
the exclusion from the divisor of all
quarters beginning with the first
quarter in which the employee was
completely insured and had at-
tained the age of sixty-five and the
exclusion from the dividend of all
compensation and wages with re-
speot to such quarters would result
in a higher average monthly re-
muneration, such quarters, com-
pensation and wages shall be so
excluded,
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a calendar year shall, in the absence of
evidence to the contrary, be presumed
to have been paid in equal proportions
with respect to all months in the year in
which vhe employee will have been in
services as art employee. In the appli-
cation of the Social Security Act pur-
suant to chis paragraph to service as an
employee, all service as defined in sec-
tion 1 (c) of this Act shall be deemed to
have been performed within the United
States,
* * * * *
(1) DeriNiTioNs.—For the purposes
of this section the term “employee’’ in-
cludes an individual who will have been
an “employee,”’ and—
* * * * *

(9) An employee’s ‘“average .
monthly remuneration’ shall mean
the quotient obtained by dividing
(A) the sum of (i) the compensation
paid to him after 1936 and: before
the quarter in which he will have
died, eliminating any excess over
$300 for any calendar month, and
(ii) if such compensation for any
calendar year is less than_$4,200
and the average monthly remun-
eration gomputed on compensation
alone is less than $300 and the
employee has earned in such cal-
endar year ‘“‘wages’ as defined in
paragraph (6) hereof, such wages, in
an amount not to exceed the differ-
ence between the compensation for
such year and $4,200, by (B) three
times the number of quarters elaps-
ing after 1936 and before the quar-
ter in which he will have died:
Provided, That for the period prior
to and inoludinﬁ the calendar year
in which he will have attained the
age of twenty-two there shall be
included in the divisor not more
than three times the number of

uarters of coverage in such period:

rovided further, That there shall .
be excluded from the divisor any
calendar quarter which is not a
quarter of coverage and during any
part of which a retirement annuity
will have been payable to him:
And provided further, That if the
exolusion from the divisor of all
quarters beginning with the first
quarter in which the employee was
completely insured and had at-
tained the age of sixty-five and the -
exclusion from the dividend of all
compensation and wages with re-
speot to such quarters would result
in a higher average monthly re-
muneration, such gquarters, com-
pensation and wages shall be so
excluded.
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INTERNAL REVENUE CODE OF 1954

(Nore.—The Internal Revenue Code of 1954 has not, at the time of filing
of this report, been enacted into law, It is expected, however, that the 1954
Code will beecome law prior to the enactment of this bill, or at substantially the
same time as the enactment of this bill))

qutitle A——Income Taxes
CHAPTER 1--NORMAL TAXES AND SURTAXES

* * * * * * *

Subhchapter B—Computation of Taxable Income

* * * * * * *
PART VI--ITEMIZED DEDUCTIONS FOR INDIVIDUALS AND
CORPORATIONS

Sce, 161, Allowance of deductions,

See, 162, ‘I'rade or business expenses.

Sec. 134, Interest,

Hee. 104, ‘Taxoes,

Hec, 165, Losses,

See. 166, Bad debts,

Sec. 107, Dopreclation,

Sece. 108, Amortization of omergenoy facllities.

Sec. 169. Amortlzation of grain-storage facilitics, -
Sec. 170. Charitable, ote,, contributions and gifts,

See. 171, Amortimb{o hond premium..

Bee. 172. Net oporating loss deduction,

Sec. 173, Clirculation expenditures,

See. 174. Research and oxperimentsl expoenditures,

See. 175, Soll and water conservation expenditures,

Sec. 176, Payments with respect to cmployees of certain foreign corporations.

SEC. 161. ALLOWANCE OF DEDUCTIONS.

In computing taxable income under section 63 (a), there shall be allowed as .
deductions the items specified in this part, subject to the exceptions provided in
part. IX (sce. 261 and following, relating to items not deductible),

* * * * * * *

SEC, 176. PAYMENTS WITH RESPECT TO EMPLOYEES OF CERTAIN
FOREIGN CORPORATIONS.

In the case of a domestic corporation, there shall be allowed as a deduction amounts
(to the extent not compensated for) paid or incurred pursuanl to an agreement entered
inlo under section 3121 (1) with respect to services performed by United Stales citizens
employed by foreign subsidiary corporalions. Any reimbursement of any amount
previously allowed as a deduction under this section shall ke included in gross income
Jor the taxable year tn which received. .

* * * x * * *

CHAPTER 2—TAX ON SELF-EMPLOYMENT INCOME

Hec, 1401, Rate of tax,
See, 1402, Definitions,
Bec, 1403, Misceilaneous provisions.

SEC. 1401, RATE OF TAX,

In addition to other taxes, there shall he imposed for each taxable year, on the
self-employmont income of every individual, a tax as follows: . oo

(1) in the case of any taxable ycar heginning before January 1, 1960, the
tax shall be equal to 38 percent of the amount of the self-employment income.
for such taxable year;

(2) in the case of any taxable ycar heginning after December 31, 1969, and
hefore January 1, 1965, the tax shall be equal to 3% percent of the amount
of the self-employment income for such taxable year;

(3) in the case of any taxable year beginning after December 31, 1964, and
before January 1, 1970, the tax shall be equal to 4% percent of the amount of
the self-employment income for such taxable year; R
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L(4) in the case of any taxable year beginning after December 31, 1969, the
tax shall be equal to 4% percent of the amount of the self-employment income
for such taxable year.}

(4) in the case of any laxable year beginning after December 81, 1969, and
before January 1, 1976, the tax shall be equal to 6% percent of the amount of the
self-employment income for such taxable year;

) in t%e case of any taxable year beginining after Decembes 31, 1974, the tax
shall be equal to 6 percent of the amount of the self-employment income for such
tazable year.

SEC. 1402. DEFINITIONS,

(a) NEr EarNINGs FroM SeLr-EMproyMENT.—The term ‘“net earnings from

self-employment’’ means the gross income derived by an individual from any trade”
or business carried on by such individual, less the deductions allowed by this
subtitle which are attributable to such trade or business, plus his distributive share
(whether or not distributed) of income or loss deseribed in section 702 (a) (9) from
any trade or business carried on by a partnership of which he is a member; éxcept
that in computing such gross income and deductions and such distributive share of
partnership ordinary income or loss—

(1) there shall be excluded rentals from real estate (including personal
property leased with the real estate) and deductions attributable thereto,
unless such rentals are received in the course of a trade or business as a real
estate dealer;

(2) there shall bo excluded income derived from any trade or business in
which, if the trade or business were carried on exclusively by employees, the
major portion of the services would constitute agricultural labor as defined in
section 3121 (g); and there shall be excluded all deductions attributable to
such incomes;

(3) there shall be excluded dividends on any share of stock, and interest on
any bond, debenture, note, or certificate, or other evidence of indebtedness,
issued with interest coupons or in registered form by any corporation (in-
cluding one issued by a government or political subdivision thereof), unless
such dividends and interst (other than interest desecribed in scotion 35) are
received in the course of a trade or business as ajdealer in stocks or securities;

*(4) thero shall be excluded any gain or loss—

(A) which is considered as gain or loss from the sale or exchange of a
capital asset, - -

(B) from the cutting of timber, or the disposal of timber or coal, if
section 631 applies to such gain or loss, or .

(C) from the sale, exchange, involuntary conversion, or other disposi-
tion of property if such property is neither—

(i) stock in trade or other property of a kind which would properly
be includible in inventory if on hand at the close of the taxable year,
nor ,

(if) property held primarily for sale to customers in the ordinary
course of the trade or business; ‘

(6) the deduction for net operating losses provided in section 172 shall
not(;st))e. ?Howed ;

if— .

(A) any of the income derived from a trade or business (other than a
trade or business carried on by a partnership) is community income
under community property laws applicable to such income, all of the
gross income and deductions attributable to such trade or business shall
be treated as the gross income and deductions of the husband unless the
wife exercises substantially all of the management and control of such
trade or business, in which oase all of such gross income and deductions
shall be treated as the gross income and deductions of the wife} and

(B) any portion of a partner’s distributive share of the ordinary
income or loss from.a trade or business carried on: by:a partnership is
community income or loss under the community property laws applicable
to such share, all of such distributive share shall be included in comput-
ing the net earnings from self-employment of such partner, and no part
of such share shall be taken into account in computing the net earnings
from self-employment of the spouse of such partner; ;

(7) a resident of Puerto Rico shall compute his net earnings from self-
employment in the same manner as a citizen of the United States buf without.
regard to section 933; ‘
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(8) the deduction for personal exemptions provided in section 151 shall
not be allowed.

If the taxable vear of a partner is different from that of the partnership, the dis-

tributive share which he is required to include in computing his net earnings

from self-employment shall be based on the ordinary income or loss of the partner-
ship for any taxable year of the partnership ending within or with his taxable year.

&)) Serr-FMrrLoyMENT INcoMB,—The term “‘self-employment income’ means
the net earnings from self-employment derived by an individual (other than a
nonresident alien individual) during any taxable year; except that such term shall
not include—

[(1) that part of the net carnings from self-employment which is in
excess of — :

(A) $3,600, minus
(B) the amount of the wages paid to such individual during the tar
able year; or]

(1) that part of the net earnings from self-employment which 18 in excess of—

(A) for any taxable year cndinz prior to 1966, (i) $3,600, minus (i1) the.
amount of the wages paid to such individual during the tazable year; and
(B) for any tazable year ending after 1964, (i) $4,200, minus (i1) -the
amount of the wages paid to such individual during the tazable year; or

(2) the net earnings from self-employment, if such net earnings for the
“taxable year are less than $400,

For purposes of clause (1), the term ‘‘wages’ includes such remuneration paid to

an employee for services included under an agreement entered into pursuant-to the

provisions of section 218 of the Social Security Act (relating to coverage of State
employees), or under an agreement entered into pursuani to the provisions o{ seclion

3121 (1) (relating to coverage of cilizens of the United States who are employees of

Soreign subsidiaries of domestic corporations), as would be wages under section 3121

(n) if such services constituted employment under seetion 3121 (b). An individual

who i3 not a citizen of the United States but who is a resident of the Virgin Islands -

or s resident of Puerto Rico shall not for purposes of this chapter be considered
to be a nonresident alien individual,

(¢) Tranve or Business.—The torm ‘““trade or business'’”, when used with
reference to self-employment income or net earnings from self-employment, shall
have the same meaning as when used in section 162 (relating to trade or business -
expenses), except that such term shall not include—

(l; the performance of the functions of a public office;

(2) the performance of service by an individual as an employee (other
than service described in section 3121 (b) (16) (B) performed by an individual
who has attained the age of 18 and other than service described in paragraph
(4) of this subscction);

(3) the performance of service by an individual as an employee or employee
represontative as defined in section 3231;

(1) the performance of service by a duly ordained, ecommissioned, or
licensed minister of a church in the oxerciso of his ministry or by a member
of a religious order in the exercise of duties required by such order; or

(b) the performance of servico by an individual in the exercise of his
profession as a physician, lawyer, dontist, ostcopath, veterinarian, chiro-
practor, naturopath, optometrist, Christian Science practitioner, architect,
certified public accountant, accountant regisfered or licensed as an accountant
under State or municipal law, full-time practicing public accountant, funeral
director, or professional engineor; or the performance of such service by a
partnership, N
The provisions of paragraph (4) shall not apply to service (other than service
performed by a member of a religious order who has laken a vow of poverty as a
member of such order) peigqrme, by an individual during the period for which a
certificate filed by such individual under subsection (e) is in effect.

(d) EmrLoYEE AND Wacrs,—The term “employce” and the term ‘‘wages”
shall have the same meaning as when used in chapter 21 (sec, 3101 and following,
relating to Federal Insurance Contributions Act),

(e) MiN18TERS AND MEMBERS oF RELIGIOUS ORDERS.~—

(1) Waiver cknriricATE—Any individual who s a duly ordained, com-
missioned, or licensed minisler of a church or a member of a religious order
“(other than a member of a religious order who has taken a vow of poverly as a
member of such order) may file a certificate (tn such form and manner, and with
such official, as may be prescribed by regulations made under this chapter)
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certifying that he elecls to have the insurance system established by title I1 of the
Soc,:ul Security Act ertended to service, described in subsection (¢) (4), performed
by him,

(2) TIME FOR FILING CERTIFICATE.—Any individual who desires to file a
certificate pursuang to paragraph (1) must file such certificate on or before the due
date of the return (including any extension theéreof) for his second tazable year
ending after 1964 for which he has nel earnings from self-employment (compuled
without regard to paragraph (4) of subsection (c)) of $400 or more, any part
of which was derived from his performance ¢f service described in such paragraph
0.

(3) EFFECTIVE DATE OF CERTIFICATE.—A certificate filed pursuant to this
subsection shall be effective for the first laxzable year with respect to which it ia
Jiled (but in no case shall the certificate be effeclive for a taxable year with respect
to which the period for filing a relurn has expired, or for a taxable ycar ending
prior lo 1966) and all succeeding taxable years. An election made pursuani
lo this subsection shall be irrevocable.

* * * * * * *

Subtitle C—Employment Taxes

CuarTER 21, Federal Insurance contributions aot.

CHAPTER 22, Rallroad retirement tax ast,

CHAPTER 23, Federal unemployment tax act.

CHAPTER 24, Collection of income tax at source on wages,
CHAPTER 25, Generpl provisions relating to employment taxes,

CHAPTER 21—FEDERAL INSURANCE CONTRIBUTIONS ACT

SurcHAPTER A, Tax on employees.
SuscHAPTER B, Tax on employers.
SuBcHAPTER O. General provisions,

Subchapter A—Tax on Employees

Seo, 3101, Rate of tax,
Sec, 3102, Deduction of tax from wages,

SEC. 3101. RATE OF TAX.

In addition to other taxes, there is hereby imposed-on the income of every indi-
vidual a tax equal to the foliowing percentages of the wages (as defined in section
glgl ((‘1)1)))) received by him with respect to employment (as defined in section

121 — , .

(1) with respect to wages recelved during the calendar years 1956 to 1959,
hoth inclusive, the rate shall be 2 percent;

(2) with respect to wages received during the calendar years 1960 to 1964,
both inclusive, the rate shall be 2}4 percent;

(3) with respect to wages received during the calendar years 19656 to 1969,
both inclusive, the rate shall be 3 percent;

(4) with respect to wages received after December 31, 1069, the rate
shall he 3% percent.] '

(4) with respect to wages received during the calendar years 1970 to 1974,
both inclusive, the rate shall be 8% percent; , .
, (5) w:’th respect to wages recetved after December 31, 1974, the rate shall be .
b percend. - :

SEC. 3102. DEDUCTION OF TAX FROM WAGES,

(a) ReqQuIREMENT,—The tax imposed by section. 3101 shall be collected by
the einployer of the taxpayer, by deducting the amount. of the tax from the wages
as and when paid. An employer who in any calendar quarter pays to an employes
cash remuneration to which paragraph (?) (B) or (C), (8) (B), or (10) of section
3121 (a) is applicable may deduct an amount équivalent lo such tax from any such
payment of remuneration, ever. though at the lime. of payment the' {otal amount of
z;u*hl }:emféggmtion paid lo the employee by the employer in the calendar quarter 1s

ss than , A . T T

(b) INDEMNIFIQATION OF EMPLOYER.—Every employer requiréd so to deduct
the tax shall be liable for the payment of such tax, and shall be indemnified
against the claims and demands of any person for the amount of any such payment
made by such employer,

305 46—b64~—-12
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Subchaptei: 3-—Tax on Employers

tiec. 3111, Rate of tax.
Sec. 3112, Instrumentalities of the United States.

SEC. 3111, RATE OF TAX, .

In addition to other taxes, there is hereby imposed on every employer an excise
tax, with respeet to having individuals in his emplov, coual to the following
percentages of ithe wages (as defined in seetion 3121 (a)) paid by him with respect
tojemployment (es defined in seetion 3121 (h))—

(1) with respect to wages paid during the calendar years 1955 to 1959,
both inclusive, the rate shall be 2 percent;

(2) with respeet to wages paid during the calendar years 1960 to 1964,
hoth inclusive, the rate shall be 2?{ pereent;

(3) with respect to wages paid during the ealendar years 1965 to 1969,
both inclusive, the rate shall be 3 pereent;

L) with respeet to wages paid after December 31, 1969, the rate shall
be 334 percent.

(4) with respeet to wages paid during the calendar years 1970 lo 1974, hoth
inclustve, the rate shall be 3% percent; )

(6) with respect to wages paid after December 31, 1974, the rate shall be 4
percent,

SEC. 3112. INSTRUMENTALITIES OF THE UNITED STATES.

Notwithstanding any other provision of law (whether enacted before or after
the enasetinent of this seetion) which grants to any instrumentality of the United
States an exemption from taxation, such instrumentality shall not be exempt from
the tax imposed by section 3111 unless such other provision of law grants a specific
exemption, by reference to seetion 3111 (or the corresponding section of prior
law), from the tax imposed by such seetion,

Subchapter C-—General Provisions

See, 3121, Deflnitions,

Sec. 3122, Federal service,

See, 3123, Deductions us constructive payiments,
Sec. 3124, Estimate of revenue reduction,

sec. 3125, Short title.

SEC. 3121, DEFINITIONS,

(8) WaaEs,—For purposes of this chapter, the term “wages’’ means all remu-
neration -for employment, including the cash value on all remuneration paid in
any medinm other than cash; except that such term shall not inelude—

(1): that part of the remuneration which, after remuneration (other than
remuneration referred to in the succeeding paragraphs of this subseotion)
equal to [$3,600] $4,200 with respect to employment has been paid to an
individual by an employer during any calondar year, is paid to such indi-
vidual by such employer during such calendar year. If an employer (herein-
after referred to as successor employer) during any calendar year acquires
substantially all the property used in a trade or business of another employer
(hereinafter referred to as a predecessor), or used in a separate unit of a
trade or business of a predecessor, and immediately after the acquisition
employs in his trade or business an individual who immediately prior to the
acquisition was employed in the trade or business of such predecessor, then
for the purpose of determining whether the successor employer has paici
remuneration (other than remuneration referred to in the succeeding para-
graphs of this subsection) with respect to employment equal to [$3,600]

4,200 to such individual durig{gi such calendar year, any remuneration
{other than remuneration reforred to in the succeeding paragraphs of this
gubseotion) with respect to employment paid (or considered under this
paragraph as having been paid) to such individual by such predecessor
during such calendar year and prior to such acquisition shall be considered
a3 having been paid by such successor employer; '

(2) the amount of any payment (including any amount paid by an employer
for insurance or annuitios, or into a fund, to provide for any such payment)
made to, or on behalf of, an employee or any of his dependents under a plan
or systom established by an employer which makes provision for his employees
generelly (or for his employeos generally and their dependents) or for a class
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or classes of his employees (or for a class or classes of his employees and their
dependents), on account of —
(A) retirement, or
(B) sickness or accident disability, or
(C) medical or hospitalization expenses in connection with sickness
or accident disability, or
(D) dcath; , .

(3) any payment made to an employee (incuding any amount paid by an
employer for insurance or annuities, or into a fund, to provide for any such
payment) on account of retirement; .

(4) any payment on account of sickness or accident disability, or medical
or hospitalization expenses in connection with sickness or accident disability,
made by an employer to, or on behalf of, an employee after the expiration of
6 calendar months following the last calendar month in which the employee
worked for such employer;

(5) env payment made to, or on hehalf of, an employeo or his beneficiary—

(A) from or to a trust described in section 401 (a) which is exempt
from tax under section 501 (a) at the timo of such payment unless such
payment is made to an employee of the trust as remuneration for services
rendered as such employee and not as a beneficiary of the trust, or

(B) under or to an annuity plan which, at the time of such payment,
meets the reauirements of seetion 401 (a) (3}, (4), (5), and (6);

(6) the payvment by an employver (without deduction from the remuneration
of the employee)—

(A) of the tax imposed upon an employee under section 3101 (or the
corresponding section of prior law), or

(B) of any payment required from an‘employee under a State unemn-
ployment compensation law;

(7 (A) remuneration paid in any medium other than cash to an employee
for service not in the course of the employer’s trade or business or for domestic
service in a private home of the employer;

L(B) cash remuneration paid by an employer in any calendar quarter to
an employee for domestic service in a private home of the employer, if the
cash remuneration paid in the auarter for such service is loss than $50 or the
employee is not regularly eomployed by the employer in such quarter of pay-
ment. For purposes of this subparagraph, an employee shall be deemed to
be regularly emploved by an emplover during a ealendar querter only if—

(i) on each of some 24 days during the quarter the employee performs
for the employer for soine portion of the day domestic service in a private
home of the employer, or .

(ii) the employee was regularly employved (as determined under clause
(i)) by the employer in the performance of such service.during the pre-
ceding calendar quarter.

As used in this subparagraph, the term ‘“‘domestic service in a private home of
the employer” does not include service described in subsection (g) (5);]

(B) cash remuneration paid by an employer in any calendar quarter to an
employee for domestic service in a private home of the employer, if the cash
remuneralion paid in such quarter by the employer to the employce for such
serviceis less than $60. As used in this subparagraph, the term *‘domestic service
E‘n)a(private home of the employer’’ does not include service described in subsection

g :

; (Cg) cash remuneration paid by an employer in any calendar quarler to an
employee for service not in the course of the employer's trade or business, if the
cash remuneration paid in such quarter by the employer to the employee for such
service 18 less than 360, As used in this subparagraph, the term ‘‘service not in
the course of the employer's trade or business’’ does not include domestic service
ina privau( home of the employer and does not include service described in sub-
section (g) (6); .

(8) ((/‘1,) remuneration paid in any medium other than cash for agricultural
labor;

(B)’ cash remuneration paid by an cmfloyer in any calendar quarler (o an
employee for agricultural labor, if the cash remuneration paid in such quarter
by the employer to the employee for such labor is less than $50; -

(9) any payment (other than vacation or sick pa)?l made to an employee
after the month in which he attains the age of 65, if he did not work for the
employer in the period for which such payment is made; or
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(10) remuneration paid by an employer in any ecalendar quarter to an
employee for service deseribed in subsection (d) (3) (C) (relating to home-
workers), if the cash remuneration paid in such quarter by the employer to
the employee for sitch service is less than $50.

h) Esmrroymexst.—For purposes of this chapter, the term “employment”
means any service performed after 1936 and prior to 1955 which was employment
for purposes of subehapter-A of chapter 9 of the Internal Revenue Code of 1939
under the law applicable to the period in which such service was performed, and
any service, of whatever nature, performed after 1954 either (A) by an employee
for the person employing him, irrespective of the citizenship or residence of
either, (i) within the United States, or (ii) on or in connection with an American
vessel or American aireraft under a contract of service which is entered into within
the United States or during the performance of which and while the employes is
employed on the vessel or aireraft it touches at a port in the United States, if
the employee is employed on and in connection with such vessel or aircraft when
outgide the United States, or (B) outside the United States by a citizen of the
United States as an employee for an American employer (as defined in subsee-
tion (h)); except that, in the case of service performed after 1964, such term
shall not include—

L) (A) agricultural labor (as defined in subsection (g)) performed in
any calendar gquarter by an employee, unless the eash remuneration paid
for such labor (other than service described in subparagraph (B)) is $50 or
more and such labor is performed for an employer by an individual who is
regularly employed by such employer to perform such agricultural labor.
For purposes of this subparagraph, an individual shall be decmed to be
regularly employed by an employer during a calendar quarter only if—

L) such individual performs agricultural labor zother than scrvice
described in subparagraph (B)) for such employer on a full-time basis
on 60 days during such quarter, and

L(ii) the quarter was iminediately preceded by a qualifying quarter,

Tor purposes of the preceding sentence, the term “qualifying quarter”
means— -

F(I) any quarter during all of which such individual was continuously
employed by such employer, or

i(l.l) any subsequent quarter which meots the test of clause (i) if,
after the last quarter during all of which such individual was continu-
ously employed by such employer, each intervening quarter met tho
test of clauso (i).

Notwithstanding the precoding provisions of this subparagraph, an individual
shall also be deemed to be regularly employed by an employer during a cal-
endar quarter if such individual was regularly employed (upon application
of cl‘unsea (i) and (ii))) by such employer during tho preceding calendar
quartor;

[(B)’sur\ice performed in connection with the production or harvesting
of any commodity defined as an sgricultural commodity in section 16 (g),
of the Agricultural Marketing Act, as amended (46 Stat. 15560, §3;12 U, S. C.
1141j), or in connection with the ginning of cotton;

F( 3) service performed by foreign agricultural workers under contraots
entered into in accordance with tille V of the Agricultural Act of 1949, as
amoended (66 Stat. 119; 7 U, S, C. 1461-1408);

(1) (A) service performed in conneclion wilh the production or harvesting of
any commodily defined as an agricullural commodily in section 16 (g) of the
Agricultural Marketing Acl, as amonded (46 Stat, 1660 § 8; 12 U, 8. C, 1141j);

(B) service performed by foreign agricultural workers under contracts enlered
into tn accordunce with title 'V of the Agricultural Act of 1949, as amended (65
Stal, 119; 7 U. S. C. 1461-1468);

(2) domestic serviee performed in o local college club, or local chapter of a
college fraternity or sorority, by a student who is enrolied and is regularly
attending classes at a school, college, or university;

[(3) service not in the course of the employer’s trade or business performed
in any calendar quarter by an employee, unless the cash remuneration paid
far such service is $60 or more and such service is performed by an individual
who is regularly employed by such employer to ")crform such service, For
purposes of this paragraph, an individual shall be deemed to be regularly
employed by an employer during a calendar quarter only if—

"(A) on each of some 24 days during such quarter such individual per-
forms for such employer for some portion of the day service not in the
course of the employer's trade or business, or
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(B) such individual was regularly employed (as determined under
subparagraph (A)) by such employer in the performance of such service
during the preceding calendar quarter,

As used in this paragraph, the term ‘“‘service not in the course of the employer’s
trade or business’” does not include domestic service in a private home of
the employer and does not include seryice described in subsection (g) (5);]

[(4)5 (8) scrvice performed by an individual in the employ of his son
daughter, or spouse, and service performed by a child under the age of 21
in the employ of his father or mother;

L(5)3 (4) service performed by an individual on or in connection with a
vessel not an American vessel, or on or in connection with an ajrcraft not an
American aireraft, [if the individual is employed on and in connection with
such vessel or aireraft when outside the United Statesy; if (A) the individual
is employed on and in connection with such vessel or aircraft when outside the
United Stales and (B3) (7) such individual i3 not a citizen of the United States
or (%) the employer is nol an American employer. .

L[(6)] () service performed in the employ of any instrumentality of the
United States, if such instrumentality is exempt from the tax imposed by
secetion 3111 by virtue of any provision of law which specifically refera to such
section (or the corresponding section of prior law) in %mnting such exemption;

L()] (B) (A) service performed in the employ of the United States or in
the employ of any instrumentality of the United States, if such service is
covered by a retirement system established by a law of the United States;

(B) service performed in the employ of an instrumentality of the United
States if such an instrumentality was cxempt from the vax imposed by
section 1410 of the Internal Revenue Code of 1939 ou Deecember 31, 1950,
except that the provisions of this subparagraph shall not he appiicabfc‘to-—

(i) service performed in the employ of a corporation which is wholly
owned by the United States;

(ii) serviece performed in the employ of a national farm loan association,
a production credit association, a Federal Reserve Bank, or a Federal
Credit Union;

(iii) service performed in the employ of a State, county, or community
committce under the Commodity Stabilization Service; or

(iv) service performed by a civilian employee, not compensated from
funds appropriated by the Congress, in jhe Ariny and Air Force Tixchange
Service, Ariny and Air Force Motion Picture Service, Navy Exchanges,
Marine Corps Exchanges, or other activities, conducted b‘\; an instru-
mentality of tho United States subjeet to the jurisdiction of the Secretary
of Defense, at installations of the Department of Defense for the comfort,
pleasure, contentment, and mental and physical improvement of per-
sonnel of such Department;

(C) service performed in the employ of the United States or in the em-
ploy of any instrumentality of the United States, if such service is performed—

(i) as the President or Vice President of the United iStates or a4 a
Member, Delegate, or Resident Commissioner, of or to the Congress;

(1) in the legislative branch;

(iii) in the field service of the Post Office Department unless performed
by any individual as an employee who is excluded by lxecutive order
from the operation of the Civil Service Retirement Act of 1930 (46
Stat. 470; 5 U. 8, C. 6¢3) because he is serving under a temporary
appointment pending final determination of eligibility for permanent
or indefinite appointment;

(iv) in or under the Bureau of the Census of the Department of Com-
merce by temporary employces employed for the taking of any census;

(v) by any individual as an eng)loyee who i8 excluded by Fxecutive
order from the operation of the Civil Bérvice Retirement Act of 1930
(46 Stat. 470; 5 U. 8, C. 693) because he is paid on a contract or fee basis;

(vi) by any individual as an employee receiving nominal compensation
of $12 or less per annum;

(vii) in a hospital, home, or other institution of the United States by
a patient or inmate thereof;

. (viii) by any individual a8 a consular agent appointed under authority

of alsgzction 561 of the Foreign Service Act of 1946 (6U Stat. 1011; 22 U, 8, C,
951);

(i:é) by any individual as an employee included under section 2 of the

Act of August 4, 1947 (relating to certain interns, student nurses, and
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other student. employees of hospitals of the Federal Government) (61
Stat. 727; 5 1. S, C. 1052);

(x) by any individual as an employee serving on a temporary basis in
wse of fire, storm, earthquake, flood, or other similar emergency;

(xi) by any individual as an employee who is employed under a
Federal relief program to relieve him from unemployment;

(xii) as a member of a State, county, or community committee under
the Commodity Stabilization Service or of any other board, council,
committee, or other similar body, unless such hoard, council, committee,
or other body is composed exclusively of individuals otherwise in the
full-time employ of the United States; or

(xiii) by an individual to whom the Civil Service Retirement Act of
1930 (46 Stat. 170; 5 U. S. C. 693) does not apply because such individual
is subjeet to another retirement system;

[(8)) (7?) service (other than service which, under subsection (j), consti-
tutes covered transportation serviee) performed in the employ of a State, or
any political subdivision thereof, or any instrumentality of any one or more
of the foregoing which is wholly owned by one or more States or political
subdivisions;

LMY (8 (A) service performed by a duly ordained, commissioned, or
licensed minister of a church in the exercise of his ministry or by a member of
a religious order in the exercise of duties required by such order;

(BB) service performed in the employ of & religious, charitable, educational,
or other organization deseribed in section 501 (¢) (3) which is exempt from
income tax under section 501 (a), but this subparagraph shall not apply to
service performed during the period for which a certificate, filed pursuant to
subsection (k) (or the corresponding subsection of prior law), is in effect if
such service is performed by an employee—

(i) whose signature appears on the list filed by such organization under
subseetion (k) (or the corresponding subsection of prior law); or

(ii) who beeame an employce of such organization after the calendar
gquarter in which the certificate was filed; .

LA T (9) service performed by an individual as an employce or employee
representative as defined in seetion 3231;

LOADT (10) (A) serviee performed in any calendar quarter in the employ
of any organization exempt from income tax under section 401 (a) (other
than an organization deseriBed in section 501 (¢)) or under section 521, if
the remuneration for such service is less than $50;

(B) service performed in the employ of a school, college, or univorsity
if such service is performed by a student who is enrolled and is regularly
attending classes at such school, college, or university;

[L2)F (1) serviee performed in the employ of a foreign government
(ineluding service as a consular or other officer or employee or a nondiplomatic
representabive);

L13)T (12) service performed in the employ of an instrumentality wholly
owned by o foreign government—

(A) if the service is of o character similar to that pertormed in foreign
countries hy employees of the United States Government or of an
instrumentality thereof; and

(B) if the Seeretary of State shall certify to the Secretary that the
forcign govermment, with respeet to whose instrumentality and em-
ployees thereof exemption is claimed, grants an equivalent exemption
with respeet to similar serviee performed in the foreign country by
employees of the United States Government and of instrumentalities
thereof ;

LaH] (1:’3) service performed as a student nurse in the employ of a hospital
or & nurses’ training school by an individual who is enrolled and is rogularly
attending classes ina nurses’ training school chartered or ap{)roved pursuant
to State law; and service performed as an intern in the employ of a hospital
by an individual who has completed a 4 years’ course in a medieal school
chartered or approved pursuant to Statoe law;

L(15) service performed by an individual in (or as an officer or member of
the crew of a vessel while it is engaged in) the eatching, taking, harvesting,
cultivating, or farming of any kind of fish, shellfish, crustacea, sponges, sea-
weeds, or other aquatic forms of animal and vegeta‘)le life (including service
performed by any such individual as an ordinary incident to any such
netivity), except—-
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[ (A) service performed in connection with the eatching or taking of
salmon or halibut, for commercial purposes, and

L(B) service performed on or in connection with a vessel of more
than 10 net tons (determined in the manner provided for determining
Zhetregi;ter tonnage of merchant vessels under the laws of the United
States);

L(16)F (14) (A) service performed by an individual under the age of 18
in the delivery or distribution of newspapers or shopping news, not including
delivery or distribution to any point for subsequent delivery or distribution;

(B) service performed by an individual in, and at the time of, the sale of
newspapers or magazines to ultimate consumers, under an arrangement
under which the 11e\\'spaFers or magazines are to be sold by him at a fixed
price, his compensation being based on the retention of the excess of such
price over the amount at which the newspapers or magazines are charged to
him, whether or not he is guaranteed a minimwum amount of compensation
for such service, or is entitled to be credited with the unsold newspapers or
magazines turned back; or

L7 ] (16) service performed in the employ of an international organiza-
tion,

(¢) IncLupED AND Ixcrnunpkp SErvicr.—TFor purposes of this chapter, if the
services performed during one-half or more of any pay period by an employee for
the person employing him constitute employment, all the services of such em-
ployee for such period shall be deemed to ‘)c employment; but if the services per-
formed during more than one-half of any such pay period by an employee for the
person employing him do not constitute employment, then none of the services
of such employec for such period shall be deemed to be employment. As used
in this subsection, the term “pay period’” means a period (of not more than 31
consecutive days) for which a payment of remuneration is ordinarily made to the
employee by the person employing him. This subsection shall not be applicable
with respeet to services performed in a pay period by an employee for the person
employing him, where any of such service is excepted by subsection (b) (10).

(d) Emrroyer.—~—For purposes of this chapter, the term ‘“‘employee’” means—

(1) any officer of a corporation; or

(2) any individual who, under the usual comrhon-law rules applicable in
determining the employer-employee relationship, has the status of an em-
ployee; or

(3) any individual (other than an individual who is an employee under
paragraph (1) or (2)) who performa services for remuneration for any person—

A) as an agent-driver or commission-driver engaged in distributing
meat products, vegetable products, fruit products, bakery products,
beverages (other than milk), or laundry or dry-cleaning services, for his
principal;

(B) as a full-time life insurance salesman;

(C) as a homeworker performing work, according to specifications
furnished by the person for whom the services are performed, on materials
or goods furnished by such person which are required to be returned to
such person or a person designated by him[, if the performance of such
services is subject to licensing requirements under tho laws of the State
in which such services are performed]; or

(D) as a traveling or city salesman, other than as an agent-driver or
commission-driver, engaged upon a full-time basis in the solicitation on
behalf of, and the transmission to, his principal (except for sideline"
sales activities on behalf of some other person) of orders from whole-
salers, retailers, contractors, or operators of hotels, restaurants, or other
similar establishments for merchandise for resale or supplies for use in
their business operations;

if the contract of service contemplates that substantially all of such services
are to be performed personally by such individual; except that an individual
shall not be included in the term “employee’ under the provisions of this
paragraph if such individual has & substantial investment in facilities used
in connection with the performance of such services (other than in facilities
for transportation), or if the services are in the nature of a single transactions,
not part of a continuing relationship with the person for whom the services
are performed.

(e) Starr, Unrtep Statks, AND CrrizeEN.—For purposes of this chapter—

(1) Stare.—The term “State’” includes Alaska, Hawaii, the District of
Columbia, Puertn Rico, and the Virgin Islands.
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(2) Untrep Srarks.—The term ‘“United States’’ when used in a geo-
graphical sense includes Puerto Rico and the Virgin Islands.

An individual who is a citizen of Puerto Rico (but not otherwise a citizen of the
United States) shall be considered, for purposes of this section, as a citizen of the -
United States.

(1) AmERricaN VEsSBL AND AIRCRAPT.—I'or purposes of this chapter, the term
“American vessel’” means any vessel documented or numbered under the laws of
the United States; and includes any vessel which is neither documented nor num-
bered under the laws of the United States nor documented under the laws of any
foreign country, if its crow is employed solely by one or more citizens or residents
of the Unitod States or corporations organized under the laws of the United States
or of any State; and the term ‘““American aircraft’” means an aireraft- registoered
undor tho laws of the United States.

(g) Aanicunturarn Lasor.—For purposes of this chapter, the torm ‘“‘agricul-
tural labor’ includes all service performed—

(1) on a farm, in the employ of any person, in connection with cultivating
the soil, or_in connection with raising or harvesting any agricultural or
horticultural commodity, including the raising, shearing, feeding, caring for,
training, and management of livestock, bees, poultry, and fur-bearing animals
and wildlife;

(2) in the employ of the owner or tenant or other operator of a farm, in
connection with the operation, management, conservation, improvement,
or maintenance of such farm and its tools and equipment, or in salvaging
timber or clearing land of brush and other debris left by a hurricane, if the
major part of such service is performed on a farm;

(3) in connection with the production or harvesting of any commodity
defined as an agricultural commodity in section 15 (g) of the Agricultural
Marketing Aect, as amended (40 Stat. 1550, § 3; 12 U. 8. C, 1141j), or in
connection with the ginning of cotton, or in connection with the operation
or maintenance of ditches, canals, reservoirs, or waterways, not owned or
operated for profit, used exclusively for supplyving and storing water for
farming purposes;

#) (A) in the omploy of the operator of a farm in handling, planting,
drying, packing, packaging, processing, freezing, grading, storing, or deliver-
ing to storage or to market or to a carrier for transportation to market, in
its unmanufactured state, any agricultural or horticultural commodity; but
only if such operator produced more than one-half of the commodity with
respeet to whieh such servico is performed;

JB) in the employ of a group of operators of farms (other than a coopera-
tive organization) in the performance of service deseribed insubparagraph
(A), but only if such operators produced all of the commodity with respect
to which such service is porformed. IMor purposes of this subparagraph, any
unincorporated group of operators shall be deemod a cooperative organiza-
tion if the number of operators compriging such group is more than 20 at
any timo during the calendar quarter in which such service is performed;

() tho provisions of subparagraphs (A) and (B) shall not be deemed to
he applicable with respeet to service performed in conneetion with comieroial
canning or commereial freozing or in connection with any agricultural or
horticultural commodity after its delivery to a torminal market for distri-
bution for consumption; or

(5) on a farm operated for profit if such service is not in the course of the
omployer’s trade or business or is domestic service in a private home of the
employer,

As used in this subsection, the term ‘“farm’’ includes stock, dairy, poultry, fruit,
fur-bearing animal, and truck farms, plantations, ranches, nurseries, ranges, green-
houses or other similar structures used primarily for the raising of agricultural or
horticultural commodities, and orchards,

(h) AMERICAN EMPLOYBR,—For purposes of this chapter, the term ‘‘American
employer’” means an employer which ig— .

(1) the United States or any instrumentality thereof,

(2) an individual who is a resident of the United States,

(3) a partuorship, if two-thirds or more of the partners are residents of the
United States,

(4) a trust, if all of the trustees are residents of the United States, or
g (6) a corporation organized under the laws of the United States or of any
wtate, .

(i) CompuraTioN oF WaGEs IN CuRTAIN CAsks,—For purposes of this chapter,
in the easo of domestic service deseribed in subsection (a) (7) (B), any payment o
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cash remuneration for such service which is more or less than a whole-dollar amount
shall, under such conditions and to such extent as may be prescribed by regulations
made under this chapter, he computed to the nearest dollar, For the purpose of
the computation to the nearest dollar, the payment of a fractional part of a dollar
shall be disregarded unless it amounts to one-half dollar or more, in which case it
shall be increased to $1. The amount of any payment of cash remuncration so
computed to the nearest dollar shall, in lied of the amount actually paid, be deemed
E(I) )constit,ute the amount of cash remuneration for purposes of subsection (a) (7)

3).

(j) CoveERED TRANBPORTATION SERVICE.—For purposes of this chapter—

(1) EX18TING TRANSPORTATION SYSTEMS—GENERAL RULE,—Except as
provided in paragraph (2), all service performed in the employ of a State or
political subdivision in connection with its operation of a public transportation
system shall constitute covered transportation service if any part of the trans-
portggilon system was acquired from private ownership after 1936 and prior
to 1961,

(2) EXISTING TRANSPORTATION SYSTEMS—CASES IN WHICH NO TRANS-
PORTATION EMPLOYEES, OR ONLY CERTAIN EMPLOYEES, ARE COVERED.—Service
performed in the employ of a State or political subdivision in connection with
the operation of its public transportation system shall not constitute covered
transportation service if—

(A) any part of the transportation system was acquired from private
ownership after 1936 and prior to 1951, and substantially all service in
connection with the operation of the transportation system was, on
December 31, 1950, covered under a general retirement system providing
benefits whici\, by reason of a provision of the State constitution dealing
specifically with retirement systems of the State or political subdivisions
thereof, cannot be diminished or impaired; or -

(B) no part of the transportation system operated by the State or
political subdivision on December 31, 1950, was acquired from private
ownership after 1936 and prior to 1951;

except that if such State or political subdivision makes an acquisition after
1950 from private ownership of any part of its transportation system, then,
in the case of any employee who—- K

(C) became an employee of such State or political subdivision in con-
nection with and at the time of its acquisition after 1950 of such part, and

(D) prior to such acquisition rendered service in employment (including
as employment service covered by an agreement under section 218 of the
Social Security Aot) in connection with the operation of such part of the
transportation system acquired by the State or political subdivision,

the service of such employee in connection with the operation of the trans-
portation system shall constitute covered transportation service, commencing
with the first day of the third calendar quarter followinlg the calendar quarter
in which the acquisition of such part took place, unless on such firat day
such service of such employee is covered by a general retirement system
which does not, with respect to such employee, contain special provisions
applicable only to employees described in subparagraph (C).

3) TRANSPORTATION SYSTEMS ACQUIRED AFTER 1050,—All service performed
in the employ of a SBtate or political subhdivision thereof in connection with
its operation of a public transportation system shall constitute covered
transportation service if the transportation system was not operated by the
State or political subdivision prior to 19561 and, at the time of its first acquisi-
tion (after 1950) from private ownership of any Eart of its transportation
system, the State or political subdivision did not have a general retirement
system covering substantially all service performed in connection with the
operation of the transportation system,

(4) DrriniTIONs.—For purposes of this subsection—

(A) The term ‘“general retirement system’’ means ang pension,
annuity, retirement, or similar fund or system established by-a State

or bJ' 8 Yolitical subdivision thereof for employees of the State, political
subdivision, or both; but such term shall not include such & fund or
system which covers only service performed in positions connected with
the operation of its public transportation system, '

(B) A transportation system or a part thereof shall be considered to
have been acquired by a State or political subdivision from private
ownership if prior to the acquisition service performed by employees in
conriection with the operation of the system or part thereof acquired
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constituted employment under this chapter or subchapter A of chapter
9 of the Internal Revenue Code of 1939 or was covered by an agreement
made pursuant to section 218 of the Social Security Act and some of
such employees became employees of the State or political subdivision
in connection with and at the time of such acquisition.
(C) The term “political subdivision” includes an instrumentality of
(i) a State,
(i1) one or more political subdivisions of a State, or
(iii) a State and one or more of its political subdivisions.
(k) IxeMerioNn or Reuicrous, CHARITABLE, AND CBERTAIN OTHER ORGANIZA-
TIONS,— ’

(1) WAIVER OF EXEMPTION BY OROANIZATION.—An organization deseribed
in section 501 (c¢) (3) which is exempt from income tax under section 501 (a)
may file a certificate (in such form and manner, and with such official, as
may be prescribed by regulations made under this chapter) certifying that
it desires to have the insurance system established by title I of the Social
Security Act extended to service performed by its employees and that at
least two-thirds of its employees concur in the filing of the certificate., Such
certificate may be filed only if it is accompanied by a list containing the
signature, address, and social security account number (if any) of each em-
ployee who concurs in the filing of the certificate. Such list may be amended,
at any time prior to the expiration of the first month following the first
calendar quarter for which the certificate is in effect, by filing with such
official a supplemental list or lists containing the signature, address, and
social security account number (if any) of each additional employee who
concurs in the filing of the certificate. The list and any supplemental list
ghall be filed in sueh form and manner as may be prescribed by regulations
made under this chapter. The certificate shall be in effect (for purposes of
subsection (b) (9) (B) and for purposes of section 210 (a) (9) (B) of the
Social Security Act) for the period beginning with the first day following the
close of the calendar quarter in which such certificate is filed. The period
for which a certificate filed pursuant to this suhsection or the corresponding
subsection of prior law is effective may be terminated by the organization,
effective at the end of a calendar quarter, upon giving 2 years' advance
notice in writing, but only if, at the time of the receipt of such notice, the
certificate has been in effect for a period of not less than 8 years. The notice
of termination may be revoked by the organization by giving, prior to the
cloge of the calendar quarter specified in the notice of termination, a written
notice of such revocation, Notice of termination or revocation thereof shall
bo filed in such form and manner, and with such official, as may be prescribed
by regulations made under this chapter.

(2) TERMINATION OF WAIVER PERIOD BY SECRETARY OR HI$S DELEGATH.—
If the Sceretary or his delegate finds that any organization which filed a
certificate pursuant to this subsection or the corresponding subscction of prior
law has failed to comply substantinlly with the requirements of this chapter
or the corresponding provisions of prior law or is no longer able to comply
with the requirements of this chapter, the Secretary or his delegate shall
give such organization nos less than 60 days’ advance notice in writing that
the period covered by such certifieate will terminate at the end of the calendar
quarter specified in such notice.  Suech notice of termination may he revoked
by the Sceretary or his delegate by giving, prior to the close of the calendar
quarter speceified in the notice of termination, written notice of such revocation
to the organization, No notice of termination or of revocation thereof shall
be given under this paragraph to an organization without the prior concur-
rence of the Seeretary of Health, Education, and Welfare,

(8) No rENEWAL ok waAlVER—In the event of the period covered by a
certifieate filed pursuant to this subsection or the corresponding subsection of
prior law is terminated by the organization, no certificatc may again be filed
by such organization pursuant to this subsection.

(1) Aarkesvpxrs Exverren Ixto By Dovrestic Corrvorarions Wirh Resprer
T0 Forkiax SUBSIDIARIES.——

(1) AGREEMENT WITH RESPECT TO CERTAIN EMPLOYEES OF FOREIGN SUB-
SIn1ARIES.—The Sceretary or his delegale shall, al the request of any domestic
corporalion, enler tnlo an agreement (in such formm and manner as may be pre-
scribed by the Secrelary or his delegale) wilh any such corporalion which degires
to have the insurance system eslablished by title Il of the Social Securily Act
extended lo service performed oulside the United Slates in the employ of any one
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or more of 113 foreign subsidiaries (as defined tn paragraph (8)) by all employees
who are citizens of the United Siales, excepl that lhe agreement shall not be
applicable to any service performed by, or remuneration paid lo, an employee tf
such service or remuneration would be excluded from the term ‘“‘employment”
or “wages', as defined in lhis ;ech'on, had the service been performed in the
United States. Such agreement'may be amended at any time 30 as (o be made
applicable, in the same mgnner and under the same conditions, with respect to
any other foreign subsidiary of such domestic corporation. Such agreement
* shall be applicable wilh respect to citizens of the United States who, on or after

the egcctive dale of the agreement, are employees of and perform services outstde
the Uniled States for any foreign subsidiary specified in the agreement. Such
agreement shall provide—

(A) that the domestic corporation shall pay to the Secrelary or his delegalte,
at such time or times as the Secrelary or his delegale may by regulalions
i)rcscribe, amounts equivalent to the sum of the tazes which would be imposed

y sections 3101 and 3111 (including amounts equivalent lo the interest,
additions lo the lazes, additional amounts, and penalites which would be
applicable) with respect to the remuneration which would be wages if the
services covered by the agreement constiluted employment as defined in this
sectton; and

(B) that the domeslic corporation will comply with such regulations
relating to payments and reports as the Secrctary or his delegate may pre-

- gcribe to carry oul the purposes of this subsection.

(2) EFFECTIVE PERIOD OF AGREEMENT.—An agreemenl enlered inlo pur-
suant to paragraph (1) shall be in effect for the period beginning wilh the first day
of the calendar quarler in which such agreement i3 entered inio or the first day of
the succeeding calendar quarter, as may be specified in the dgreement, bul in no
casge prior lo January 1, 1956, except that in case such agreement is amended to
incluue the services performed for any other subsidiary and such amendment is
executed after the first month following the first calendar quarter for which the
agreement i3 in effect, the agreement shall be in effect with respect to service per-
Jormed for such other subsidiary only after the calendar quarter in which such
amendment 18 execuled, '

(8) TERMINATION OF PERIOD BY A DOMESTIC'CORPORATION.— The period for
which an agreement entered into pursuant to paragraph (1) of this subseclion is
effective may be terminated wilh respect to any one or more of ils foreign sub-
sidiaries by the domestic corporation, cffective al the cnd of a calendar quarter,
upon giving lwo years’ advance notice 1n wriling, bul only if, al the time of the
receipl of such notice, the agreement has been in effect for a period of not less than
etght years. The notice of termination snay be revoked by the domestic corpora=
tion by giving, prior to the close of the calendar quarler specified in the nolice of
terminalion, a writlen nolice of such revocalion. Nolice of terminalion or
revocalion thereof shall be filed in such form and manner as may be prescribed by
regulations. Nolwithstanding any other provision of this subseclion, the period
for which any such agreement is effeciive with respect lo any foreign corporation
shall terminate al the end of any calendar quarter in which the foreign corporation,
at any lime in such quarter, ceases to be a foreign subsidiary as defined in
paragreph (8).

(4) TERMINATION OF PERIOD BY SECRETARY.—If the Secrelary or his dele-
gate finds that any domeslic corporalion which entered into an agreement
pursuant lo this subsection has failed to comply substantially with the terms of
such agreement, the Secretary or his delegale shall give such domestic corporation
not less than sizly days' advance nolice in wriling that the pertod covered by such
agreement will terminale al the end of the calendar gquarler gpecified in such
nolice. Such nolice of termination may be revoked by lhe Secrelary or his
delegale by giving, prior to the close of the calendar quarler specified in the notice
of terminalion, wrillen notice of such revocation lo the domesiic corporalion.
No notice of termination or of revocation thereof shall be given under this para-
graph to a domestic corporation withoul the prior concurrence of the Secretary of
Health, Education, and Welfare. L

(5) No RENEWAL oF AGREEXENT~—If any agreement entered into pursuant
to paragraph (1) of this subsection is terminated in its entirety (A) by a notice
of termination filed by the domeslic corporation pursuant lo paragraph (3), or
(B) by a notice (;{etermination given by the Secretary or his delegate pursuant to
paragraph (4), the domeslic corporalion may not again enter inlo an agreement
pursuant to paragraph (1). If any such agreement is terminated with respect to
any foreign subsidiary, such agreement may not thereafter be amended 8o as again
to make 1l applicable with respect to such subsidiary.
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(8) Derosirs 15y TrRUST FUND.—For purposes of seclion 201 of the Social
Security Act, relating to appropriations to the Federal Old-Age and Survivors
Insurance 1T'rust Fund, such remuneration—

(A) paid for services covered by an agrcement entered inlo pursuant to
paragraph (1) as would be wages if the services constituted employment, and

(13) asisreported to the Secretary or his delegale pursuant lo the provisions
of such agreement or of the requiations issued under this subsection,

shall be considered wages subject to the taxes imposed by this chapter.

(7) OVERPAYMENTS AND UNDERPAYMENTS.—

(A) If more or less than lhe correct amount due under an agreement
enlered inlo pursuant to this subsection 1s paid with respecl to any payment
of remuneration, proper adjustments with respect to the amounts due under
such agreement shall be made, without inleresl, in such manner and at such
times as may be required by regulations prescribed by the Secretary or his
delegate.

(3) If an overpayment cannol be adjusted under subparagraph (A),
the amount thereof shall be paid by the Secrelary or his delegale, through
the Fiscal Service of the Treasury Department, but only if a claim for such
overpayment is filed wilh the Secretary or his“delegate within two years
Sfrom t}:c time such overpayment was made.

(8) DrriNirioy or ForREIGON SURSIDIARY.——For purposes -of this subsection
and section 210 (a) of the Social Security Act, a foreign subsidiary of a domestic
corporalion 13— .

(A) a foreign corporation more than 50 percent of the voling stock of
which is owned by such domestic corporation; or

(B) a foreign corporalion. more than 650 percent of the voting stock of
which is owned by the foreign corporation described in subparagraph (A).

(9 DoMESTIC CORPORATION As SEPARATE ENTITY.~—Iach domestlic corpora-
tion which enders into an agreement pursuant w paragraph (1) of this subseclion
shall, for purposes of this subsection and seclion 6413 (¢) (2) (C), relating to
special refunds in the case of employces of certain foreign corporations, be con-
stdered an emnployer tn its capacity as a parly to such agreement separate and
distinet from its identity as a person employing individuals on its own account,

(10) Reavrarions.—Regulations of the Secretary or his delegaie lo carry out
the purposes of this subsection shall be designed to make the requirements imposed
on domestic corporations with respect lo services covered by an agreement entered
into pursuant to this subsection the same, so far as practicable, as those imposed

upon employers pursuant to this title with respect lo the tuxes imposad by this
chapler,

SEC, 3122, FEDERAL SERVICE,

*In the case of the taxes imposed by this chapter with respect to service {)erformcd
in the employ of the United States or in the employ of any instrumentality which
is wholly owned by the United States, the determination whether an individuel
hag performed service which constitutes employment as defined in seetion 3121 (b),
the determination of the amount of remuneration for such service which constitutes
wages as defined in section 3121 (a), and the return and payment of the taxes
imposed by this chapter, shall be made by the head of the Federal agency or
instrumentality having the control of such service, or by such agents as such
head may designate. The person making such return may, for convenience of
administration, make payments of the tax imposed under section 3111 with respect
to such service without regard to the [$3,6001 $4,200 limitation in section 3121
(a) (1), and he shall not be required to obtain a refund of the tax paid under
section 3111 on that part of the remuneration not included in wages by reason
of seotion 3121 (a) (1), The provisions of this section shall be applicable in the
case of service performed by a civilian employee, not compensated from funds
appropriated by the Congress, in the Army and Air Force Exchange Service,
Armny and Air Force Motion Picture Service, Navy' Exchanges, Marine Corps
Iixchanges, or other activities, conducted by an instrumentality of the United
States subjeet to the jurisdiction of the Secretary of Defense, at installations of
the Departiment of Defense for the comfort, pleasure, contentment, and mental
and physical improvement of personnel of such Department; and for purposes of
this section the Secretary of Defense shall be deemed to be the head of such
instrumentality.

SEC. 3123. DEDUCTIONS AS CONSTRUCTIVE PAYMENTS.

Whenever under this chapter or any act of Congress, or under the law of any
State, an employer is required or permitted to deduet any amount from the
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remuneration of an employee and to pay the amount deducted to the United
States, a State, or any political subdivision thereof, then for purposes of this
chapter the amount so deducted shall be considered to have been paid to the
employee at the time of such deduction.

SEC. 3124. ESTIMATE OF REVENUE REDUCTION.

The Secrctary or his delegate at intervals of not longer than 3 years shall
estimate the reduction in the amount of taxes collected under this chapter by
reason of the operation of section 3121 (b) (10) and shall include such estimate in
his annual report.

SEC. 3125. SHORT TITLE.
This chapter may be cited as the *“Federal Insurance Contributions Aet.”

Subtitle F—Procedure and Administration

* * * * * * Lk
CHAPTER 65—ABATEMENTS, CREDITS, AND REFUNDS
* * * * * * *

Subchapter B-—Rules of Special Application

* * * * * * *
SEC. 6413. Sl?gg{lég RULES APPLICABLE TO CERTAIN EMPLOYMENT

(a8) ApJusTMENT OF Tax,—

(1) GeNBrAL RULE.—If more than the correct amount of tax imposed
by section 3101, 3111, 3201, 3221, or 3402 is paid with resgect. to any pay-
ment of remuneration, proper adjustments, with respect to both the tax and
the amount to be deducted, shall be made, without interest, in such manner
and a_tb such times as the Secretary or his delegate may by regulations
prescribe,

(2) UNITED S8TATES A8 EMPLOYER.—For purposes of this subsection, in
the caso of remuneration received from the United States or a wholly owned
instrumentality thereof during anﬁ calendar year, each head of a Federal
agency or instrumentality who makes a return pursuant to section 3122 and
each agent, designated by the head of a Federal agency or instrumentality,
wholmakes a return pursusnt to such section shall be deemed a separate
employer.

(b) OverPAYMENTS OF CERTAIN EMpLoYMENT TAxEs,—If more than the cor-
rect amount of tax imposed by section 3101, 3111, 3201, 3221, or 3402 is paid or
deducted with respeet to any payment of remuneration and the overpayment
cannot be adjusted under subsection (a) of this section, the amount of the over-
payment shall be refunded in such manner and at such times (subject to the statute
of limitations proporlg applicable thereto) aa the Secretary or his delegate may
by regulations presecribe,

(c) SrrciaL ReFuNps,—

(1) In aenerAL—[If by reason of an employee receiving wages from more
than one employer during any calendar year, the wages received by him
during such year exceed $3,600, the employee shall be entitled (subject to
the provisions of section 31 (b)) to a credit or refund of any amount of tax,
with respect to such wages, imposed by section 3101 and deducted from the
employee's wa.%?s, (whether. or not.paid to the: Secretary or his delegate)
which exceeds the tax with respect to the first $3,600 of such wages received.i
If by reason of an employee receiving wages from more than one employer durin
a calendar year after the calendar year 1950 and prior to ihe calendar year 1956,
the wages received-by him dyring such year. excecd $3,600, the employee shall be
entitled (subject to the provisions of section 81 (b)) to'a credit or refund of any
amount of tax, with respect lo such wages, tmposed by section 1400 of the Internal
Revenuc Code of 1939 and deducted from the employee's wages (whether or not
paid to the Secretary or his delegale), which exceeds the tax with respect to the
first 83,800 of suck wages réceived; or if by reason of an epiployeé receiving wages
from more than one employer during any calendar year after the calendar year
1964, the wages received by him during such year exceed $4,200, the employee
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shull be entitled (subject lo the provisions of section 31 (b)) to a credit or 1efund
of any amount of lax, with respect lo such wages, imposed by section 3101 and
deducted from the employee's wages (whether or nol paid lo the Secretary or his
delegale}, which exceeds the tax with respect to the first 84,200 of such wages
recetved, .

(2) APPLICABILITY IN CASE OF FEDERAL AND SXTATE EMPLOYEES AND EM-
PLOYEES OF CERTAIN FOREION CORPORATIONS.—

(A) Feperan svMrrovees.—In the case of remuneration received
from the United States or a wholly owned instrumentality thereof
during any calendar vear, each head of a Federal agency or instru-
mentality who makes a return pursnant to seetion 3122 and cach agent,
designated by the head of a Federal agency or instrumentality, who
makes a return pursugnt to such secetion shall, for purposes of this
subsection, be deemed a separate employer; and the term ‘“wages”
includes, for purposes of this subscction, the amount, not to exceed
$3,600 for the calenidur year 1951, 1962, 1953, or 1964, or $4,200 for any
calendar year after 1954, determined by each such head or agent as
constituting wages paid to an employee.

(B) Stare EMpLoYEES,—I'or purposes of this subsection, in the case
of remuneration reccived during any calendar vear, the term “wages’’
includes such remuneration for services covered by an agreement made
pursuant to section 218 of the Social Security Act as would be wages
if such services constituted employment; the term “‘employer” includes
a State or any political subdivision theresf, or any instrumentality of
any one or more of the foregoing; the term “tax” or “‘tax imposc({ by
seetion 3101 includes, in the case of serviees covered by an agreement
made pursuant to section 218 of the Social Security Act, an amount
equivalent to the tax which would be imposed by seetion 3101, if such
services constituted employment as defined in section 3121; and the
provisions of this subsection shall apply whether or not any amount
dedueted from the employee’s remuneration ag a result of an agresment
made pursuant to section 218 of the Social Security Act has been paid
to the Secretary.

(C) Employees Of Cerluin Foreign Corporations.—For purposes of
paragraph (1) of this subsection, the term “wages"” includes such remunera-
lion for services covered by an agreement made pursuant lo section 3121 (1)
as would be wages if such services constituled employment; the term ‘‘em-
ployer” includes any domestic corporation which has entered inlo an
agreement pursuant lo section 3121 (1); the term “tax” or “lax imposed by
section 3101 includes, in the case of services covered by an agreement
entered inlo pursuant lo seclion 3121 (1), an amount equivalent to the lax
which would be tmposed by seclion 3101, +f such services constituted employ-
ment as defined in section 3121; and the provisions of paragraph (1) of this
subsection shall apply whether or not any amount deducled from the em-
ployee’s remuneration as a resull of the agreement enlered inlo pursuant to
seclion 3121 () has been paid lo the Secrelary or his delegate.

(@) Rerunp or Creprr or Febperan UNeMmMpLOYMENT TAX.—Any credit
allowable under scetion 3302, to the extent not previously allowed, shall be
ongidered an overpayment, but no interest shall be allowed or paid with respect
to such overpayment.

* * * * * * ~ %
INTERNAL REVENUE CODE OF 1939
* * * * * * *
Subtitle—Miscellaneous Taxes
* * * * * * *
CHAPTER 9--EMPLOYMENT TAXES
* * * E * * - *

Subchapter B—Employment by Others Than Carriers

* * * * * * *
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* * * * * * *
(d) Special Rerunps.—
* * * * * * *

(3) WAGES RECEIVED AFTER 1950.—If by reason of an employee receiving
wages from more than one employer during any calendar year after the cal-
endar year 1950, the wages received by him during such year exceed $3,600,
the employee shall be entitled to a refund of any amount of tax, with respect
to such wages, imposed by section 1400 and deducted from the employee’s
wages (whether or not paid to the collector), which exceeds the tax with
respect to the first $3,600 of such wages received, Refund under this section
may be made in accordance with the provisions of law applicable in the case of
erroneous or illegal collection of the tax; except that no such refund shall be
made unless (A) the employee makes a claim, establishing his right thereto,
after the calendar year in which the wages were received with respect to which
refund of tax is claimed, and (B) such claim is made within two years after
the calendar year in which such wages were received or, in the case of any
agreement (or modification thereof) pursuant to section 218 of the Social Security
Act which s effective as of a dale more than two years prior to the date suc
agreement (or modificalion) was agreed to, within two years after the calendar
year in which such agreement (or modification) was agreed to by the State and
the Secretary of Healt%, Education, and Welfare. No interest shall be allowed
or paid with respect to any such refund.

. * * . . . .
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